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Directors' Report 


Royal Exchange General Insurance Company Limited 
(RC: 725727) 


Annual Report 8 Financial Statements 
For the year ended 31 December 2020 


The Directors are pleased to submit to the Members of the Company their report on the affairs of Royal Exchange 
General Insurance Company Limited together with the audited financial statements for the year ended 31 


December 2020. 


1 Legal Form and Principal Activities 


The Company was incorporated as a private limited company on January 16, 2008. 
The principal activities of the Company include genera! insurance underwriting, insurance claims payment, 


business acquisition and investment. 


2 Results for the Year 


The highlights of the Company’s operating results for the year ended 31 December, 2020 are as follows: 


For the year ended 31 December 


Gross written premium 


Profit before taxation 
Income tax 
Profit after taxation 


Transfer te contingency reserve 


Transfer to retained earnings 


3 Directors and Directors’ Interest and Shareholding 





2020 2019 
N’000 N'D00 
11,868,240 10,584,353 
1,024,099 974,643 
(230,521) (319,938) 
793,578 654,705 
(356,047) (319,938) 
437,531 334,767 


A Board of 7 (Seven) Directors determined the general policy of the Company in the year under review 


3.1 The Directors of the Company who held office during the year were as follows: 
Alhaji R.M Gwarzo, OON - Chairman 
Mr. Nnamdi Oragwu - Non-Executive Director 
Chief U. Okpa-Obaji - Non-Executive Director 
Mr. Ernesto Costa - Non-Executive Director 
Mr. Adeyemo Adejumo - Non-Executive Director 
Mr. Benjamin Agili - Managing Director 
Mrs Jane Ekomwereren - Executive Director (Technical) 
3.3 The Directors did not have any interest in the issued share capital of the company. 
3.4 The Directors interest in contracts with the Company during the year. 


Punuka International Law firm prevides retainership services for the Company of which Mr. Nnamdi 


Oragwu is a partner in the Law firm. 
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4 Share Capital and Shareholding 


4.1 Authorized Share Capital 
The authorized share capital of the Company is &10,500,000,000 (2019: 88,000,000,000) made up of 
10,500,000,000 (2019: N8,000,000,000) ordinary shares of 1.00 each. 


4.2 Called Up, Issued and Fully Paid Share Capital 
The issued and paid-up share capital of the Company currently is N5,366,666,666 (2019: N5,366,666,666) 
made up of 5,366,666,666 (2019: 5,366,666,666) ordinary Shares of N1.00 each. An analysis of the 
shareholding interest in the issued share capital of the Company is disclosed below: 


2020 2020 2019 2019 
No. of No. of 
Ordinary Ordinary % 

Shares % Holding Shares Holding 
Royal Exchange Plc 3,260,383,121 60.7596  3,260,383,121 60.7596 
Mr. K.E. Odogwu 3 0.00% 3 0.00% 
INSURESILIENCE INVESTMENT FUND 2,106, 283,542 39.25% 2,106,283,542 39,25% 
Total 5,366,666,666 100%  5,366,666,666 100% 


InsuResilience Investment Fund (“IF”) is Luxembourg-based that was set up by KfW, the German 
Development Bank on behalf of German Ministry for Economic Cooperation and Development (BMZ). The 
overall objective of the IIF is to contribute to the adaptation to climate change by improving access to and 
the use of Insurance in developing countries. Royal Exchange General Insurance Company Limited is a 
wholly owned subsidiary of Royal Exchange Plc before IIF took over 39.25% of REPLC equity investment in 
the Company in October 2013. 


5 Property and Equipment 


information relating to changes in property and equipment during the year is shown in Note 14 to the 
financial statements. In the opinion of the Directors, the fair value of the Company's properties is not less 
than the value shown in the accounts, 


6 Donations 
The Company donated N2,000,000.00 to NAICOM as COVID 19 support (2019: Nil). 


7 COVID-19 Measures and Response 


In response to the need to mitigate the adverse effects of COVID-19 pandemic, the Company introduced 
a wide range of measures to ensure stability of its operations and support for customers. A Covid response 
committee was set up, the membership ranging from executive management to middle managers. 

Covid 19 champions were also appointed amongst staff for adequate monitoring of the implementation 
of the management actions in place. All stakeholders were taken into consideration and partnering was 
ensued with all stakeholders in critical functions to facilitate seamless delivery of services and operations. 
Areporting structure was put in place, for daily updates to top Management for effective decision making. 
Internal and external communication was handled by the Human Resource (HR) and Corporate 
communications. The Company instituted safety measures across all locations and these included 
temperature checks, fumigation of office locations, enforcement of the use of face masks, social distancing 
and installation of hand sanitizing machines in all company locations. Remote Working was facilitated via 
the installation of secure VPN by the IT Unit, and resources were also on hand to tackle all IT related issues 


As a result of the management actions taken to mitigate the impact of Covid-19 Pandemic, the pandemic 
had no significant effects on the going concern operations of the company during the Financial year 
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8 Events after Reporting Date 
There are no other events after the end of the reporting period which could have a material effect on the 
financial statements of the Company which have not been recognised and/or disclosed. 

9 Agents, Brokers and Intermediaries 
The Company maintains a network of licensed agents throughout the country. The Company also 
renders services to its customers through a varied network of brokers licensed by the National Insurance 
Commission. 

10 Employers’ Involvement, Training and Welfare 

10.1 Employment of Physically Challenged Persons 
It is the policy of the Company that there will be no discrimination in the consideration of all applications 
for employment. As 31 December, 2020 (2019: nil), there was no disabled person employed by the 
Company. 

10.2 Health and Safety at Work and Welfare of Employees 
The Company is concerned about the health, safety and welfare of its employees as well as safety of all 
visitors. The Company provides medical services to its staff through health insurance with a registered 
Health Management Organization. 

10.3 Involvement and Consultation 
The Company's consultation medium was fully used in the year to disseminate management policies and 
encourage the employees' involvement in its affairs. 

10.4 Training 
The Campany recognizes that the acquisition of knowledge is constant. The Company recognizes also that 
to foster commitment its employees need to hone their awareness of factors, economic, financial or 
otherwise, that affects its growth. To this end, the Company, in the execution of its training programs 
encourages and provides the opportunity for its staff to develop and enhance their skill awareness and 
horizon. 

11 Auditors 
The Auditors, Messer Deloitte & Touche (Chartered Accountants] was re-appointed during the year as 
Auditors of the company in line with $.401(1) of CAMA 2020. The auditors having satisfied the requirement 
of NAICOM and the company, have indicated their willingness to continue in office during the year. 

12 Compliance with the Code of Best Practices on Corporate Governance 
The Directors confirm that they have reviewed the structure and activities of the Company in view of the 
Code of Best Practices on Corporate Governance for the Insurance Industry in Nigeria published in 
February, 2009. The Directors confirm that the Company has substantially complied with the provisions 
of the Code of Best Practices on Corporate Governance with regards to matters stated therein concerning 
the Board of Directors, the Shareholders and the Audit Committee. 

By Order of the Board 


Sheila Ezeuko 

Company Secretary 

Lagos, Nigeria. 
FRC/2013/NBA/000000004059 
21 April, 2021 
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Statement of Directors’ responsibilities for the preparation and approval of the Financial Statements 


The Directors of Royal Exchange General Insurance Company Limited accept responsibility for the preparation of the financial 
statements that give a true and fair view of the financial position of the Company as at 31 December 2020, and the results of 
its operations, cash flows and changes in equity for the year then ended, in cornpliance with International Financial Reporting 
Standards ("IFRS") and in the manner required by the Companies and Allied Matters Act of Nigeria, the Insurance Act CAP 117 
LFN 2004, relevant guidelines and circulars issued by the National Insurance Commission ("NAICOM") and the Financial 
Reporting Council of Nigeria Act, 2011. 


In preparing the financial statements, the Directors are responsible for: 

* properly selecting and applying accounting policies; 

* presenting information, including accounting policies, in a manner that provides relevant, rellable, comparable and 
understandable information; 

* providing additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users 
to understand the impact of particular transactions, other events and conditions on the Company's financial position and 
financial performance; and 


Going Concern 
The directors have made an assessment of the Company's ability to continue as a going concern and have no reason to 
believe the company will not remain a going concern in the year ahead, 


Certification of financial statements 
In accordance with section 405 of the Companies and Allied Act of Nigeria, the Chief Executive Officer and the Chief 
Financial Officer certify that the financial statements have been reviewed and based on our knowledge, the 

* audited financial statements do not contain any untrue statement of material fact or omit to state a material fact, which 
would make the statements misleading, in the light of the circumstances under which such statement was made, and 

* audited financial statements and all other financial information included in the statements fairly present, in all material 
respects, the financial condition and results of operation of the company as of and for, the periods covered by the audited 
financial statements; 

We state that management and directors: 

* are responsible for establishing and maintaining internal controls and has designed such internal controls to ensure that 
material information relating to the Company is made known to the officer by other officers of the company, particularly 
during the period in which the audited financial statement report is being prepared, 

* has evaluated the effectiveness of the company’s internal controls within 90 days prior to the date of its audited financial 
statements, and 

* certifies that company's internal controls are effective as of that date; 


We have disclosed: 

* all significant deficiencies in the design or operation of internal controls which could adversely affect the company's 
ability to record, process, summarise and report flnancial data, and has identified for the company's auditors any material 
weaknesses in internal controls, and 

* whether or not, there is any fraud that involves management or other employees who have a significant role in the 
company's internal control; and 

* as indicated in the report, whether or not, there were significant changes in internal controls or in other factors that 
could significantly affect interna! controls subsequent to the date of their evaluation, including any corrective actions 
with regard to significant deficiencies and material weaknesses, 


The financial statements of the company for the year ended 31 December 2020 were approved by the Board of Directors on 21 
April, 2020. 


Signed by order of the Board of Directors: 


MM 
otet Pg 





j e LT 
Chief U, Okpa-Obaji Toyin Azeez Benjamin Agili 
Director Chief Financial Officer Managing Director 
(FRC/2014/MULTI/00000010359) FRC/2013/ICAN/00000004008 (FRC/2016/CIIN/00000014211) 
21 April, 2021 21 April, 2021 21 April, 2021 
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Marina Civic Towers 
D (a | O i t e Lagos Plat GA 1, Orumba Mbadiwe Avenue 
€ Nigeria Victorla Island 


Lagos 

Nigerla 

Tek +234 (1) 904 1700 
www.delairte.com.rig 


INDEPENDENT AUDITOR'S REPORT 
To the Shareholders of Royal Exchange General Insurance Company Limited: 
Report on the Audit of the financial statements 


Opinion 

We have audited the financial statements of Royal Exchange General Insurance Company Limited set out on pages 
36 to 121, which comprise the statement of financial position as at 31 December 2020, the statement of profit or 
loss and other comprehensive income, the statement of changes in equity and the statement of cash flows for the 
year then ended, the notes to the financial statements, including a summary of significant accounting policies. 


In our opinion, the financial statements give a true and fair view of financial position of Royal Exchange General 
Insurance Company Limited as at 31 December 2020, and its financial performance and cash flows for the year 
then ended in accordance with International Financial Reporting Standards, the requirements of the Companies 
and Allied Matters Act 2020, Insurance Act CAP 117 LFN 2004, NAICOM Circulars and guidelines and Financial 
Reporting Council Act, 2011. 


Basis for Opinion 

We conducted our audit in accordance with International Standards an Auditing {ISAs}. Our responsibilities under 
those standards are further described in the Auditors' Responsibilities for the Audit of the Financial Statements 
section of our report. We are independent of the Company in accordance with the requirements of the 
international Ethics Standards Board for Accountants' (IESBA) International Code of Ethics for Professional 
Accountants (including International Independence Standards) (IESBA code) and other independence 
requirements applicable to performing audits of financial statements in Nigeria, We have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code and other ethical requirements that are relevant to our audit of 
Financial Statements in Nigeria. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. 


Key Audit Matters 

Key audit matters are the matter that, in our professional judgment, was of most significance in our audit of the 
financial statements of the current year. The matter was addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on the 


matters. 





Key Audit Matter ‘How the matter was addressed in the audit 











Under IFRS 4, the Company is required ta perform Our procedures included the following among others: 


liability adequacy test on its insurance contract We assessed and tested the design and operating 
liabilities to ensure the carrying value of the liabilities effectiveness of selected key controls over actuarial 

is adequate. methodology, integrity of data used in the actuarial 
As disclosed in note 23 to the financial statements, the valuation, the assumptions setting and governance 
insurance contract liabilities of the Company processes used by management related to the 
amounted to N4.04billion [2019: N4.59 billion]. This valuation of general insurance reserves. 

represents about 37% of the Company total liabilities In relation to the particular matters set out above, our 
as at 31 December 2626. substantive testing procedures included the following: 
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Reserves for losses and loss adjustment expenses 
represent estimates of future payments of reported and 
unreported claims for losses and related expenses as at 
31 December 2020, This involves exercise of significant 
judgement and use of key inputs and assumptions such 
as inflation, claims development patterns and regulatory 
changes. Specifically, long-tail lines of business, which 
often have low frequency, high severity claims 
settlements, are generally more difficult to project and 
subject to greater uncertainties than short-tail, high 
frequency claims. Further, not all catastrophic events can 
be modelled using actuarial methodologies, which 
increases the degree of judgment needed in estimating 
general insurance loss reserves. 


Tested the completeness and accuracy of underlying 
claims data utilized by the company’s actuaries in 
estimating general insurance loss reserves. 

Utilized information technology audit techniques to 
analyze claims through claims data plausibility 
checks and recalculation of claims development 
patterns. 

Invelved Deloitte’s actuarial specialists to 
independently test management e general insurance 
lass reserve studies and evaluate the 
reasonableness of the methodology and 
assumptions used against recognized actuarial 
practices and industry standards. 

Performed independent re-projections on selected 
product lines, particularly focusing on the largest 
and most uncertain general insurance reserves. For 
these product lines our actuarial specialists 
compared their re-projected reserves to those 
recorded by the company, and sought to 
understand any significant differences. 


At the end of each financial year, management employ the 
services of an external actuary in the determination of its 
insurance liability after considering the accuracy and integrity 
of data used in the valuation, Necessary adjustments are made 
in the financial statements to reflect the liabilities determined 
by the actuary. 


Performed sensitivity testing and evaluated the 
appropriateness of any significant adjustments 
made to management’s general insurance reserve 
estimates. 


Based on the work performed we determined that 
the methodology and assumptions used by 
management in the valuation of insurance contract 
liabilities reserves are reasonable and in line with 
financial reporting requirements and industry 
accepted practice. 


Other Information 

The directors are responsible for the other information. The other information comprises the Directors’ Report, the Audit 
Committee's Report and the Company Secretary's Report, which we obtained prior to the date of this report, and the 
Annual Report, which is expected to be made available to us after that date, The other information does not include the 
financial statements and our auditor’s report thereon. 


Our opinion on the financial statements does not cover the other information and we do not and will not express an 
audit opinion or any form of assurance conclusion thereon, 


In connection with our audit of the financial statements, cur responsibility is to read the other information and, in doing 
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed on the 
other information obtained prior to the date of this auditor's report, we conclude that there is a material misstatement 
of this other information, we are required to report that fact. We have nothing to report in this regard. 


Responsibilities of the directors for the Financial Statements 

The directors are responsible for the preparation and fair presentation of the financial statements in accordance with 
International Financial Reporting Standards, the requirements of the Companies and Allied Matters Act, the Insurance 
Act CAP 117 LFN 2004, the Financial Reporting Council Act, 2011 and for such internal control as the directors determine 
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 


In preparing the financial statements, the directors are responsible for assessing the Company's ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless the directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to 
do so. 
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Auditor's Responsibllities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs 
will always detect a material misstatement when it exists. Misstatements can arise from fraud of error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of these financial statements. 


As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism 
throughout the audit. We also: 


* Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud 
is higher than for one resulting from errer, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company's interna! control. 

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by the directors. 

* Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on 
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may 
cause the Company to cease to continue as a going concern. 

+ Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and 
whether the financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 


We communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during 
our audit, 


Report on Other Legal and Regulatory Requirements 
In accordance with the Fifth Schedule of the Companies and Allied Matters Act, Section 28(2) of the Insurance Act CAP 
117 LFN 2004, we expressly state that: 


i) We have obtained all the information and explanation which to the best of our knowledge and belief were 
necessary for the purpose of our audit. 

li] The Company have kept proper books of account, so far as appears from our examination of those books. 

ii) The Company's statement of financial position and its statement of profit or loss and other comprehensive income 
are in agreement with the books of account. 


No contravention of any sections of Insurance Áct or NAICOM circulars and guidelines came to our knowledge during the 
year ended 31 December, 2020. 


do 


For: Deloitte & Touche 
Chartered Accountants 
Lagos, Nigeria 

8" July 2021 





IA NE 
NATIONAL INSURANCE COMMISSION 
Certified Truc Copy 


3 14 GET 2021 


Royal Exchange General Insurance Company Limited 
(RC: 725727} 


Annual Report & Financial Statements 
For the year ended 31 December 2020 


Company information and statement of accounting policies 


1 


Reporting Entity 


Royal Exchange General Insurance Company Limited is a private limited liability company registered in 
Nigeria by the Corporate Affairs Commission with registration number 725727 and registered office at New 
Africa House, 31 Marina, Lagos. It was licensed to transact general insurance business by the National 
insurance Commission ("NAICOM") on July, 9th 2008. 


Its principal activities include general insurance underwriting, claims payment and investments. These 
services, supported by outstanding customer service, are primarily undertaken in Nigeria. 


The company is jointly owned by Royal Exchange Pic and Insure siltence Fund Investment Fund, issued and 
fully paid share capital of 3,260,383,121 and 2,106,283,542 ordinary shares of N1.00 each respectively. 


Basis of preparation 


{a} Statement of compliance with International Financial Reporting Standards 
The financial statements for the year ended 31 December 2020 have been prepared in accordance 
with, and comply with the, International Financial Reporting Standards (IFRS} issued by the 
International Accounting Standards Board (IASB). The financial statements comply with the 
Companies and Allied Matters Act of Nigeria, the Financial Reporting Council of Nigeria Act, 2011, 
the Insurance Act 2003 and National Insurance Commission of Nigeria (“NAICOM”") circulars. 


These financial statements comprise the statement of comprehensive income, the statement of 
financial position, the statement of changes in equity, the cash flow statement and the 
accompanying notes 


(b) Functional and presentation currency 
The financial statements is presented in Naira, which is the Company's functional currency. Financial 
information presented in Naira has been rounded to the nearest thousands except where indicated. 


(c) Basis of measurement 
These financial statements have been prepared on the going concern 
principle and on a historical cost basis except for the following: 


Measurement basis Details 
(1) At fair value es financial instruments at fair value through profit or loss; 
* financial instruments at fair value through other 

comprehensive income; 
* investment properties. 












e Retirement benefit obligations are measured in terms of the 


(ii) Measured at present value projected unit credit method; 


| (ii) Measured at amortised cost | * financial liabilities at amortised cost; 


(iv) Meusure at actuarial value » Insurance contract liabilities 














(v) Cost plus share of profit * Investment in associates 
The Company adopts the accrual basis of accounting where it records accounting transactions for 
revenue when earned and expenses when incurred. 


(d) Reporting period 
The financial statements have been prepared for the 12 month period ended 31 December 2020. 
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(e) 


(f) 


Use of estimates and judgment 

In preparing the financial statements, management has made judgements, estimates and 
assumptions that affect the application of the Company's accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates, 


Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are 
recognised prospectively. 


Information about significant areas of estimation uncertainties and critical judgements in applying 
accounting policies that have the most significant effect on the amounts recognised in the financial 
statements are disclosed in Note 5. 


Changes in accounting policies and disclosures 
New and revised IFRSs/IFRICs affecting amounts reported and/or disclosures in these financial 
statement 


Impact of the initial application of Interest Rate Benchmark Reform amendments to IFRS 9 and 
IFRS 7 

In September 2020, the {ASB issued Interest Rate Benchmark Reform (Amendments to IFRS 9, JAS 
39 and IFRS 7). These amendments modify specific hedge accounting requirements to allow hedge 
accounting to continue for affected hedges during the period of uncertainty before the hedged 
items or hedging instruments affected by the current interest rate benchmarks are amended as a 
result of the on-going interest rate benchmark reforms, 


The amendments also introduce new disclosure requirements to IFRS 7 for hedging relationships 
that are subject to the exceptions introduced by the amendments to IFRS 9. 


Impact of the initial application of Covid-19-Related Rent Concessions Amendment to IFRS 16 

In May 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to IFRS 16) that 
provides practical relief to lessees in accounting for rent concessions occurring as a direct 
consequence of COVID-15, by introducing a practical expedient to IFRS 16. The practical expedient 
permits a lessee to elect not to assess whether a COVID-19-related rent concession is a lease 
modification. A lessee that makes this election shall account for any change in lease payments 
resulting from the COVID-19-related rent concession the same way it would account for the change 
applying IFRS 16 if the change were not a lease modification. 


The practical expedient applies only to rent concessions occurring as a direct consequence of COVID- 
19 and only if all of the following conditions are met. 


The change in lease payrnents results in revised consideration for the lease that is substantially the 
same as, or less than, the consideration for the lease immediately preceding the change; 

Any reduction in lease payments affects only payments originally due on or before 30 June 2021 (a 
rent concession meets this condition if it results in reduced lease payments on or before 30 June 
2021 and increased lease payments that extend beyond 30 June 2021); and 

There is no substantive change to other terms and conditions of the lease. 


The amendment is not applicable to Royal Exchange General Insurance Company Limited as the company 
does not have operating leases qualified for the application of IFRS 16, hence it was not applied. 
Impact of the initial application of new and amended IFRS Standards that are effective for the current 


year 


Amendments to ¡AS 1 and IAS 8 Definition of material 
The Company has adopted the amendments to IAS 1 and !AS B in the current year. 
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The amendments make the definition of material in [AS 1 easier to understand and are not intended to 
alter the underlying concept of materiality in IFRS Standards, The concept of ‘obscuring’ material 
information with immaterial information has been included as part of the new definition. The threshold 
for materiality influencing users has been changed from ‘could influence’ to 'couid reasonably be expected 
to influence’. The definition of material in IAS 8 has been replaced by a reference to the definition of 
materia! in IAS 1. 


Standards, amendments and interpretations issued but not yet effective 


At the date of authorisation of these financial statements, the Company has not applied the following 
new and revised IFRS Standards that have been issued but are not yet effective; 


i) 


ii) 


IFRS 17: Insurance Contracts, 

iFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure of 
insurance contracts and supersedes IFRS 4 insurance Contracts. IFRS 17 outlines a general model, 
which is modified for insurance contracts with direct participation features, described as the variable 
fee approach. The general model is simplified if certain criteria are met by measuring the liability for 
remaining coverage using the premium allocation approach. The general model uses current 
assumptions to estimate the amount, timing and uncertainty of future cash flows and it explicitly 
measures the cost of that uncertainty. it takes into account market interest rates and the impact of 
policyholders’ options and guarantees. 


The Standard is effective for annual reporting periods beginning on or after 1 January 2021, with 
early application permitted. it is applied retrospectively unless impracticable, in which case the 
modified retrospective approach or the fair value approach is applied. An exposure draft 
Amendments to IFRS 17 addresses concerns and implementation challenges that were identified 
after IFRS 17 was published. One of the main changes proposed is the deferral of the date of initial 
application of IFRS 17 by one year to annual periods beginning on or after 1 January 2023. 
For the purpose of the transition requirements, the date of initial application is the start if the annual 
reporting period in which the entity first applies the Standard, and the transition date is the 
beginning of the period immediately preceding the date of initial application. 


IFRS 10 and IAS 28 (amendments): Sale or Contribution of Assets between an Investor and its 
Associate or Joint Venture 

The amendments to IFRS 10 and ¡AS 28 deal with situations where there is a sale or contribution of 
assets between an investor and its associate or joint venture. Specifically, the amendments 
state that gains or losses resulting from the loss of control of a subsidiary that does not contain a 
business in a transaction with an associate or a joint venture that is accounted for using the equity 
method, are recognised in the parent's profit or loss only to the extent of the unrelated investors’ 
interests in that associate or joint venture. Similarly, gains and fosses resulting from the re- 
measurement of investments retained in any former subsidiary (that has become an associate ora 
joint venture that is accounted for using the equity method) to fair value are recognised in the 
former parent’s profit or loss only to the extent of the unrelated investors’ interests in the new 
associate or joint venture. 


The effective date of the amendments has yet ta be set by the IASB; however, earlier application af 
the amendments is permitted. The directors of the Company anticipate that the application of these 
amendments may have an impact on the Company's financial statements in future periods should 
such transactions arise. 


Amendments to JAS 1 - Classification of Liabilities as Current or Non-current 

The amendments to JAS 1 affect only the presentation of liabilities as current or nan-current in the 
statement of financial position and not the amount or timing of recognition of any asset, liability, 
income or expenses, or the information disclosed about those items. 
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iv) 


The amendments clarify that the classification of liabilities as current or non-current is based on 
rights that are in existence at the end of the reporting period, specify that classification is unaffected 
by expectations about whether an entity will exercise its right to defer settlement of a liability, 
explain that rights are in existence if covenants are complied with at the end of the reporting pericd, 
and introduce a definition of ‘settlement’ to make clear that settiement refers to the transfer to the 
counterparty of cash, equity instruments, other assets or services. 


The amendments are applied retrospectively for annual periods beginning on or after 1 January 
2023, with early application permitted, 


Amendments to IAS 16 — Property, Plant and Equipment—Proceeds before Intended Use 

The amendments prohibit deducting fram the cost of an item of property, plant and equipment any 
proceeds from selling iterns produced before that asset is available for use, i.e, proceeds while 
bringing the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by management. Consequently, an entity recognizes such sales proceeds and 
related costs in profit or loss. The entity measures the cost of these items in accordance with IAS 2 
Inventories. The amendments also clarify the meaning of ‘testing whether an asset is functioning 
properly’. IAS 16 now specifies this as assessing whether the technical and physical performance of 
the asset is such that it is capable of being used in the production or supply of goods or services, for 
rental to others, or for administrative purposes.If not presented separately in the statement of 
comprehensive income, the financial statements shali disclose the amounts of proceeds and cost 
included in profit or loss that relate to items produced that are not an output of the entity’s ordinary 
activities, and which line item(s) in the statement of comprehensive income include(s) such proceeds 
and cost.The amendments are effective for annual periods beginning on or after 1 January 2022, 
with early application permitted. 


Amendments ta IAS 37 - Onerous Contracts—Cost of Fulfilling a Contract 

The arnendments specify that the ‘cost of fulfilling’ a contract comprises the ‘costs that relate 
directly to the contract’, Costs that relate directly to a contract consist of both the incremental costs 
of fulfilling that contract (examples would be direct labour or materials} and an allocation of other 
costs that relate directly to fulfilling contracts (an example would be the allocation of the 
depreciation charge for an item of property, plant and equipment used in fulfilling the contract). 


The amendments apply to contracts for which the entity has not yet fulfilled all its obligations at the 
beginning of the annual reporting period in which the entity first applies the amendments. 
Comparatives are not restated. Instead, the entity shall recognize the cumulative effect of initially 
applying the amendments as an adjustment to the opening balance of retained earnings or other 
component of equity, as appropriate, at the date of initial application. 


The amendments are effective for annual periods beginning on or after 1 January 2022, with early 
application permitted. 


Annual (Improvements to IFRS Standards 2018 - 2020 
The Annual improvements include amendments to four Standards. 


IFRS 1 First-time Adoption of International Financial Reporting Standards 

The amendment provides additional relief to a subsidiary which becomes a first-time adopter later than 
its parent. In respect of accounting for cumulative translation differences, As a result of the amendment, 
a subsidiary that uses the exemption in IFRS 1:D16(a) can now also elect to measure cumulative translation 
differences for all foreign operations at the carrying amount that would be included in the parent's 
consolidated financial statements, based on the parent's date of transition to IFRS Standards, if no 
adjustments were made for consolidation procedures and for the effects of the business combination in 
which the parent acquired the subsidiary. 


13 


Royal Exchange General Insurance Company Limited 
(RC: 725727) 


Annua! Report & Financial Statements 
For the year ended 31 December 2020 


Company information and statement of accounting policies 


(b) 


The amendment is effective for annual periods beginning on or after 1 January 2022, with early application 
permitted, 


IFRS 9 Financial Instruments 

The amendment clarifies that in applying the '10 per cent’ test to assess whether to derecognise a financial 
liability, an entity includes only fees paid or received between the entity (the borrower) and the lender, 
including fees paid or received by either the entity or the lender on the other's behalf. The amendment is 
applied prospectively to modifications and exchanges that occur an or after the date the entity first applies 
the amendment. 


The amendment is effective for annual periods beginning on or after 1 January 2022, with early application 
permitted, 


IFRS 16 Leases 
The amendment removes the illustration of the reimbursement of leasehold improvements. As the 
amendment to IFRS 16 only regards an illustrative example, no effective date is stated. 


IAS 41 Agriculture 

The amendment removes the requirement in IAS 41 for entities to exclude cash flows for taxation when 
measuring fair value. This aligns the fair value measurement in IAS 41 with the requirements of IFRS 13 
Fair Value Measurement to use internally consistent cash flows and discount rates and enables preparers 
to determine whether to use pretax or post-tax cash flows and discount rates for the most appropriate 
fair value measurement. 


The amendment is effective for annual periods beginning on or after 1 January 2022, with early 
application. 


Summary of Significant Accounting Policies 


The Company consistently applied the following accounting policies to the periods presented in the 
financial statements 


Foreign currency transactions 
Transactions in foreign currencies are translated into the functional currency of the Company at the 
exchange rates and the dates of the transactions. 


Monetary assets and liabilities denominated in foreign currencies are translated into the functional 
currency at the exchange rate at the reporting date, Non-monetary assets and liabilities that are measured 
at fair value in a foreign currency are translated into the functional currency at the exchange rate when 
the fair value was determined. Non-monetary items that are measured based on historical cost in a foreign 
currency are translated at the exchange rate at the date of the transaction. Foreign currency differences 
are generally recognised in profit or loss. 


However, foreign currency differences arising from the translation of the following items are recognised 
in Other Comprehensive Income (OCI): 


* unquoted equity investments (except on impairment, in which case foreign currency differences that 
have been recognised in OCI are reclassified to profit or loss). 


Cash and Cash Equivalents 

Cash comprises cash in hand, and demand deposits. Cash equivalents are short-term highly liquid 
investments that are readily convertible to known amounts of cash and that are subject to insignificant 
risk of changes in their fair value. Cash equivalents comprise investments with original maturities of three 
months or less and used by the Company to manage its short - term commitments. 
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{c} 


Cash and cash equivalents are carried at amortised cost in the statement of financial position. For the 
purpose of the statement of cash flows, cash and cash equivalents are net of outstanding overdrafts. 


Financial assets and liabilities 
Measurement methods 


Amortised cost and effective interest rate 

The amortised cost is the amount at which the financial asset or financial liability is measured at initial 
recognition minus the principa! repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount and, for financial 
assets, adjusted for any loss allowance. 


The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts 
through the expected life of the financial asset or financial liability to the gross carrying amount of a 
financial asset (i.e. its amortised cost before any impairment allowance) or to the amortised cost of a 
financial liability. The calculation does not consider expected credit losses, but includes transaction costs, 
premiums or discounts and fees and points paid or received that are integral to the effective interest rate, 
such as origination fees. For originated credit impaired financial assets i.e. assets that are credit impaired 
at initial recognition, the Company calculates the credit-adjusted effective interest rate, which is calculated 
based on the amortised cost of the financial asset instead of its gross carrying amount and incorporates 
the impact of expected credit losses in estimated cash flows. The company does not purchase credit 
impaired assets. 


When the company revises the estimates of future cash flows, the carrying amount of the respective 
financial assets or financial liability is adjusted to reflect the new estimate discounted using the original 
effective interest rate. Any changes are recognised in profit or loss. 


interest income 
Interest income is calculated by applying the effective interest rate to the gross carrying amount of 
financial assets except for: 


- Originated credit impaired assets for which the original credit adjusted effective interest rate is 
applied to the amortised cost of the financial asset 

- financial assets that are not originated credit impaired but have subsequently become credit-impaired 
(or stage 3), for which interest revenue is calculated by applying the interest rate to their amortised 
cost (i.e. net of expected credit loss provision), 


initial recognition and measurement 

Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual 
provisions of the instrument, Regular way purchases and sales of financial assets are recognised on trade- 
date, the date on which the Company commits to purchase or sell the asset. 


At initial recognition, the Company measures a financial asset or financial liability at its fair value plus or 
minus transaction costs that are incremental and directly attributable to the acquisition or issue of the 
financial asset or financial liability, such as fees and commissions. Transaction costs of financial assets and 
financial liabilities carried at fair value through profit or loss are expensed in profit or loss. Immediately 
after initial recognition, an expected credit loss allowance (ECL) is recognised for financial assets measured 
at amortised cost and investments in debt instruments measured at FVOCI as described in note 5(ii)(b) 
which results in an accounting loss being recognised in profit or loss when an asset is newly originated. 


When the fair value of financial assets and liabilities differs from the transaction price on initial recognition, 
the entity recognises the difference as follows: 
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(a) 


(b) 


When the fair value is evidenced by a quoted price in an active market for an identical asset or 
liability (i.e. a Level 1 input) or based an a valuation technique that uses only data from observable 
markets, the difference is recognised as a gain or loss. 

in all other cases, the difference is deferred and the timing of recognition of deferred day one profit 
or loss is determined individually. it is either amortised over the life of the instrument, deferred until 
the instrument's fair value can be determined using market observable inputs, or realised through 
settlement. 


(d) Financial assets 


(i) 


Classification and subsequent measurement 
The Company classifies its financial assets in the following measurement categories: 


- - Fair value through profit or loss (FVPL); 
- - Fair value through other comprehensive income (FYOCI); or 
- Amortised cost 


The classification requirements for debt and equity instruments are described below: 


Debt instruments 
Debt instruments are those instruments that meet the definition of a financial liability from the 
issuer's perspective, such as loans and government treasury bills, 


Classification and subsequent measurement of debt instruments depend on: 


(i) the Company's business model for managing the asset; and 
(ii) the cash flow characteristics of the asset. 


Business model: the business model reflects how the company manages the assets in order to 
generate cash flows. That is, whether the company's objective is solely to collect the contractual 
cash flows from the assets or is to collect both the contractual cash flows and cash flows arising 
from the sale of assets. If neither of these is applicable (e.g. financial assets are held for trading 
purposes), then the financial assets are classified as part of ‘other business model and measured 
at FVTPL. Factors considered by the company in determining the business model for an entity of 
assets include past experience on how the cash flows for these assets were collected, how the 
asset's performance is evaluated and reported to key management personnel, how risks are 
assessed and managed and how managers are compensated. 


SPPi: Where the business model is to hold assets to collect contractual cash flows or to collect 
contractual cash flows and sell, the company assesses whether the financial instruments’ cash flows 
represent solely payments of principal and interest (the 'SPP! test’). In making this assessment, the 
company considers whether the contractual cash flows are consistent with a basic lending 
arrangement i.e. interest includes only consideration for the time value of money, credit risk, other 
basic lending risks and a profit margin that is consistent with a basic lending arrangement. Where 
the contractual terms introduce exposure to risk or volatility that are inconsistent with a basic 
lending arrangement, the related financial asset is classified and measured at fair value through 
profit or loss. 


Based on these factors, the company classifies its debt instruments into one of the following 
three measurement categories: 


1) Amortised cost: Assets that are held for collection of contractual cash flows where those cash 
flows represent solely payments of principal and interest ("SPPI'), and that are not designated 
at FVPL, are measured at amortised cost. 
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The carrying amount of these assets is adjusted by any expected credit loss allowance 
recognised and measured as described in note 5(ii)(b). Interest income from these financial 
assets is included in 'Net investment income’ using the effective interest rate method. 


2) Fair value through other comprehensive income (FYOCI): Financial assets that are held for 
collection of contractual cash flows and for selling the assets, where the assets' cash flows 
represent solely payments of principal and interest, and that are not designated at FVPL, are 
measured at fair value through other comprehensive income (FVOCI). Movements in the 
carrying amount are taken through OCI, except for the recognition of impairment gains or 
losses, interest revenue and foreign exchange gains and losses on the instrument's amortised 
cost which are recognised in profit or loss. When the financial asset is derecognised, the 
cumulative gain or loss previously recognised in OCI is reclassified from equity to profit or 
loss. Interest income from these financial assets is included in 'Net investment income' using 
the effective interest rate method. 


3) Fair value through profit or loss: Assets that do not meet the criteria for amortised cost or 
FVOCI are measured at fair value through profit or loss. A gain or loss on a debt investment 
that is subsequently measured at fair value through profit or loss and is not part of a hedging 
relationship is recognised in profit or loss and presented in the profit or loss statement within 
'Net fair value gain/(loss) on financial assets' in the period in which it arises, unless it arises 
from debt instruments that were designated at fair value or which are not held for trading, in 
which case they are presented separately in ‘Investment and other income’. Interest income 
from these financial assets is included in ‘Investment and other income' using the effective 
interest rate method. As at the reporting date, the company has no debt instruments within 
this category. 


The Company reclassifies debt investments when and only when its business model for managing 
those assets changes. The reclassification takes place from the start of the first reporting period 
following the change. Such changes are expected to be very infrequent and none occurred during 
the period. 


Equity instruments 

Equity instruments are instruments that meet the definition of equity from the issuer's perspective; 
that is, instruments that do not contain a contractual obligation to pay and that evidence a residual 
interest in the issuer's net assets. Equity instruments held by the Company include ordinary shares 
of other entities. 


The Company subsequently measures all equity investments at fair value through profit or loss, 
except where the Company's management has elected, at initial recognition, to irrevocably 
designate an equity investment at fair value through other comprehensive income. The Company 
designates equity investments at fair value through other comprehensive income on an equity by 
equity basis, When this election is used, fair value gains and losses are recognised in OCI and are 
not subsequently reclassified to profit or loss, including on disposal. Impairment losses (and 
reversal of impairment losses) are not reported separately from other changes in fair value. 
Dividends, when representing a return on such investments, continue to be recognised in profit or 
loss as other income when the Company's right to receive payments is established. 


As at the reporting date, the company designated all its unlisted equity investment and certain 
listed equity investments at fair value through comprehensive income. 


Gains and losses on equity investments at FVPL are included in the statement of profit or loss within 
'fair value gains and losses on assets. 
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(ii) 


(iii) 


tiv) 


Impairment 

The Company assesses on a forward-looking basis the expected credit losses ('ECL') associated with 
its debt instrument assets carried at amortised cost and FVOCI, 

The company has no exposures arising fram loan commitments and financial guarantee contracts. 
The Company recognises a loss allowance for such losses at each reporting date, The measurement 
of ECi reflects: 


- An unbiased and probability-weighted amount that is determined by evaluating a range of 
possible outcomes; 

- The time value of money; and 

- Reasonable and supportable information that is available without undue cost or effort at the 
reporting date about past events, current conditions and forecasts of future economic 
conditions, 


Note S(ii)(b) provides more detail of how the expected credit loss allowance is measured. 


Modification of loans 
The Company sometimes renegotiates or otherwise modifies the contractual cash flows of laans to 
customers. When this happens, the Company assesses whether or not the new terms are 
substantially different to the original terms. The Company does this by considering, among others, 
the following factors: 


- if the borrower is in financial difficulty, whether the modification merely reduces the 
contractual cash flows to amounts the borrower is expected to be able to pay. 

- Whether any substantial new terms are introduced, such asa profit share/equity-based 
return that substantially affects the risk profile of the loan. 

- Significant extension of the loan term when the borrower is not in financial difficulty. 

- Significant change in the interest rate. 

- Insertion of collateral, other security or credit enhancements that significantly affect the 
credit risk associated with the loan. 


Where the terms are substantially different, the Company derecognises the original financial asset 
and recognises a 'new' asset at fair value and recalculates a new effective interest rate for the asset. 
The date of renegotiation is consequently considered to be the date of initial recognition for 
impairment calculation purposes, including for the purpose of determining whether a significant 
increase in credit risk has occurred. However, the Company also assesses whether the new financial 
asset recognised is deemed to be credit-impaired at initial recognition, especially in circumstances 
where the renegotiation was driven by the debtor being unable to make the originally agreed 
payments. Differences in the carrying amount are also recognised in profit or loss as a gain or loss 
on derecognition. 


Where the terms are not substantially different, the renegotiation or modification does not result 
in derecognition, and the Company recalculates the gross carrying amount based on the revised 
cash flows of the financial asset and recognises a modification gain or loss in profit or loss. The new 
gross carrying amount is recalculated by discounting the modified cash flows at the original 
effective interest rate (or credit adjusted effective interest rate for originated credit-impaired 
financial assets]. 


Derecognition other than on a madification 

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the 
cash flows from the assets have expired, or when they have been transferred and either (i) the 
Company transfers substantially all the risks and rewards of ownership, or (ii) the Company neither 
transfers nor retains substantially ali the risks and rewards of ownership and the Company has not 
retained control. 
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(e) 


Financial liabilities 


(1) 


(ii) 


(iii) 


Classification and subsequent measurement 

In both the current and prior period, financial liabilities are classified as subsequently measured at 
amortised cost. The company has no financial liabilities measured at fair value through profit or 
loss. 


Fair value measurement 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date in the principal or, in 
its absence, the most advantageous market to which the Company has access at that date. The 
fair value of a liability reflects its non-performance risk. 


When available, the Company measures the fair value of an instrument using the quoted price in 
an active market for that instrument. A market is regarded as active if transactions for the asset 
or liability take place with sufficient frequency and volume to provide pricing information on an 
ongoing basis. 


lf there is no quoted price in an active market, then the Company uses valuation techniques that 
maximise the use of relevant observable inputs and minimise the use of unobservable inputs. The 
chosen valuation technique incorporates all of the factors that market participants would take into 
account in pricing a transaction 


The best evidence of the fair value of a financial instrument at initial recognition is normally the 
transaction price - i.e. the fair value of the consideration given or received. If the Company 
determines that the fair value at initial recognition differs from the transaction price and the fair 
value is evidenced neither by a quoted price in an active market for an identical asset or liability 
nor based on a valuation technique that uses only data from observable markets, then the financial 
instrument is initially measured at fair value, adjusted to defer the difference between the fair 
value at initial recognition and the transaction price. subsequently, that difference is recognised 
in profit or loss on an appropriate basis over the life of the instrument but no later than when the 
valuation is wholly supported by observable market data or the transaction is closed out. 


If an asset or liability measured at fair value has a bid price and an ask price, then the Company 
measures the assets and long positions at a bid price and liabilities and short positions at an ask 
price, 


The fair value of a non-interest bearing liability is stated at the invoice amount if the impact of 
discounting is not material. 


The Company recognises transfers between levels of the fair value hierarchy as of the end of the 
reporting period during which the change has occurred. 


Impairment of financial assets 

Financial assets not classified as at fair value through profit or loss, including an interest in an 
equity accounted investee, are assessed at each reporting date to determine whether there is 
objective evidence of impairment. 


Objective evidence that a financial asset or group of financial assets is impairment could include: 
* Significant financial difficulty of the issuer or counter party; 
e Breach of contract, such as a default or delinquency in interest or principal payments; 


It becoming probable that the borrower will enter bankruptcy or other financial re- 
« organization; 
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(i) 


e The disappearance of an active market for that financial asset because of financial 
difficulties. 


For an investment in an equity security, objective evidence of impairment includes a significant or 
prolonged decline in its fair value below its cost. The Company considers a decline of 20% to be 
significant or a period of nine months to be prolonged. However, in specific circumstances a 
smaller decline or a shorter period might have been appropriate. 
(iv) De-recognition of financial assets and financial liabilities 

The Company derecognizes a financial asset only when the contractual rights to the cash flows 
from the asset expires, or when it transfers the financial asset and substantially al! the risks and 
rewards of ownership of the asset to another entity. If the Company neither transfers nor retains 
substantially all the risks and rewards of ownership and continues to control the transferred asset, 
the Company recognizes its retained interest in the asset and an associated liability for amounts it 
may have to pay. If the Company retains substantially all the risks and rewards of ownership of a 
transferred financial asset, The Company continues to recognize the financial asset and 
financial liability separately. 


On de-recognition of a financia! asset in its entirety, the difference between the asset's carrying 
amount and the sum of the consideration received and receivable and the cumulative gain or loss 
that had been recognized in other comprehensive income and accumulated in equity is recognized 
in profit or loss. 


On de-recognition of a financial asset other than in its entirety (e.g. when the Company retains an 
option to repurchase part of a transferred asset), the Company allocates the previous 
carrying amount of the financial asset between the part it continues to recognize under 
continuing involvement, and the part it no longer recognizes on the basis of the relative fair values 
of those parts on the date of the transfer, The difference between the carrying amount allocated 
to the part that is nolonger recognized and the sum of the consideration received for the 
part no longer recognized and any cumulative gain or loss allocated to it that had been 
recognized in other comprehensive income is recognized in profit or loss. Acumulative gain 
ar loss that had been recognized in other comprehensive income is allocated between the 
part that continues to be recognized and the part that is no longer recognized on the basis of the 
relative fair values of those parts. 


The Company derecognises a financial liability when its contractual obligations are discharged or 
cancelled, or expire. 


Financial assets and financial liabilities are offset and the net amount presented in the statement 
of financial position when, and only when, the Company currently has a legally enforceable right 

to offset the amounts and intends either to settle them on a net basis or to realise the asset and 

settle the liability simultaneously, 


impairment of other non-financial assets 

At the end of each reporting period, the Company reviews the carrying amounts of its non-financial assets 
( other than deferred tax assets and investment property) to determine whether there is any indication 
of impairment. If any such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of impairment loss (if any). When it is not possible to estimate the recoverable 
amount of an individual asset, the Company estimates the recoverable amount of the cash-generating 
unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified, 
corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to 
the smallest Company of cash-generating units for which a reasonable and consistent allocation basis can 
be identified. 


Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for 
impairment at least annually, and whenever there is an indication that the asset may be impaired. 
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Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, 
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset for 
which the estimates of future cash flows have not been adjusted. 


if the recoverabie amount of an asset (or cash-generating unit) is estimated to be less than its carrying 
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable 
amount. An impairment loss is recognized immediately in profit or loss, unless the relevant asset is 
carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease. 


When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash- 
generating unit) is increased to the revised estimate of its recoverable amount, but so that the 
increased carrying amount does not exceed the carrying amount that would have been determined had 
no impairment loss been recognized for the asset (or cash-generating unit) in prior years. A reversal of an 
impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a 
revalued amount, in which case the reversal ofthe impairment lossistreated asa revaluation 
increase. 


{g) Reinsurance Assets 
The Company cedes reinsurance in the normal course of business in order to limit its net loss potential 
for losses arising from certain exposures. The cost of reinsurance related to long-term contracts is 
accounted for over the life of the underiying reinsured policies, using assumptions consistent with 
those used to account for these policies. However, reinsurance arrangements do not relieve the 
Company from its direct obligations to its policyholders. 


Reinsurance assets include balances due from various reinsurance companies for ceded insurance 
contracts. Amounts recoverable from reinsurers are estimated in a manner consistent with the underlying 
reinsurance contract. Reinsurance assets are recorded in principle equal to loans and other receivables. 


Reinsurance assets are assessed for impairment at each reporting date. If there Is reliable objective 
evidence that a reinsurance asset is impaired as a result of an event that occurred after initial recognition 
of the reinsurance asset, that the Company may not receive all amounts due to it under the terms of the 
contract and the event has a reliably measurable impact on the amounts that the Company will receive 
from the reinsurer, 


The Company gathers the objective evidence that a reinsurance asset is impaired using the same process 
adopted for financial assets held at amortised cost. The impairment loss is calculated and recognised 
following the same method used for loans and receivables. 


The Company has the right to set off reinsurance payables against amounts due from reinsurers and co- 
assurers in line with the agreed arrangement between both parties. 

(h) Deferred acquisition costs 
The incremental costs directly attributable to the acquisition of new business which had not expired at 
the reporting date, are deferred by recognizing an asset. For non-life insurance contracts, acquisition 
costs include both incremental acquisition costs and other indirect costs of acquiring and processing new 
businesses. 


Deferred acquisition costs are amortised in the profit or loss systematically over the life of the contracts 
at each reporting date. 


{i} Prepayments and other Receivables 


Prepayment are essentially prepaid rents and staff upfront payments, Other receivables are carried at 
amortised cost less accumulated impairment losses. 
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Other receivables balances include dividend receivable, intercompany receivables, accrued rental income 
and security holding trust account, 


Intercompany receivables consist of receivables from the parent company, Royal Exchange Plc and other 
components within the Royal Exchange group. The Company recognises intercompany receivables when 
they are originated. Intercompany receivables are measured at amortised cost less accumulated losses. 


(j) Investment in associates (equity-accounted Investees) 
Associates are those entities in which the Company has significant influence, but not control, over the 
financial and operating policies, Significant influence is primarily presumed to exist when the Company 
holds between 20% and 50% of the voting power of another entity. However, where other factors are 
involved, these are taken into consideration in exercising judgment. 


Investments in associates are accounted for using the equity method of accounting. Under the equity 
method, the investment is initially recognised at cost, and the carrying amount is increased or decreased 
to recognise the investor's share of the profit or loss of the investee after the date of acquisition. 


If the ownership interest in an associate is reduced but significant influence is retained, only a 
proportionate share of the amounts previously recognised in other comprehensive income is reclassified 
to profit or loss where appropriate. 


The Company’s share of post-acquisition profit or loss is recognised in the income statement; its share of 
post-acquisition movements in other comprehensive income is recognised in other comprehensive 
income, with a corresponding adjustment to the amount of the investment. When the Company’s share 
of losses in an associate equals or exceeds its interest in the associate, including any other unsecured 
receivables, the Company does not recognise further losses, unless it has incurred legal or constructive 
obligations or made payments on behalf of the associate. 


The Company determines at each reporting date whether there is any objective evidence that the 
investment in the associate is impaired. If this is the case, the Company calculates the amount of 
impairment as the difference between the recoverable amount of the associate and its carrying value, 
and recognises the impairment amount in the income statement. 


(k) Investment Properties 
Investment properties are properties held for long-term rental yields or for capital appreciation (including 
property under construction for such purposes) or for both purposes, but not for sale in the ordinary 
course of business. 


Recognition and measurement 

Recognition of investment properties takes place only when it is probable that the future economic 
benefits that are associated with the investment property will flow to the entity and the cost can be 
measured reliably, 

Investment properties are measured initially at fair value, including all transaction costs. 


Subsequent to initial recognition, investment properties are measured at fair value, which reflects market 
conditions at the reporting date. Gains or losses arising from changes in the fair value of investment 
properties are included in the statement of profit or loss in the period in which they arise. Fair values are 
evaluated and assessed annually by an external valuer who is accredited by the Financial Reporting 
Council of Nigeria. 
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De-recognition 

An investment property is derecognized upon disposal or when the investment property is permanently 
withdrawn from use and no future economic benefits are expected fram the disposal. 

Any gain or loss arising on de-recognition of the property (calculated as the difference between the net 
disposal proceeds and the carrying amount of the asset) is recognized in the profit or loss in the period of 
de-recagnition. 


Transfers 

Transfers are made to or from investment property only when there is a change in use. For a transfer 
from investment property to owner occupied property, the deemed cost for subsequent accounting is 
the fair value at the date of change. If owner-occupied property becames an investment praperty, the 
Company accounts for such property in accordance with the policy stated under property and equipment 
up to the date of change. Subsequently, the property is re-measured to fair value and reclassified as 
investment property. 


() Property and Equipment 


Recognition and measurement 

All property and equipment used by the Company is stated at historical cost less accumulated 
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is directly 
attributable to the acquisition of the items, If significant parts of a property and equipment have different 
useful lives, then they are accounted for as separate items (major components) of property and 
equipment, 


Subsequent costs 

Subsequent expenditures are recognized in the carrying amount of the asset or as a separate asset as 
appropriate if it is probable that the future economic benefits embodied within the part will flow to the 
Company and its cost can be reliably measured. The costs of the day-today servicing of property and 
equipment are recognized in the statement of profit or loss as incurred. 


Depreciation 

Depreciation is recognized so as to allocate the cost of assets (other than freehold land) less their residual 
values over their useful lives, using the straight-line method. The estimated useful lives, residual values 
and depreciation method are reviewed at the end of each reporting period, with the effect of any changes 
in estimate accounted for on a prospective basis. Assets held under finance leases are depreciated over 
their expected useful lives on the same basis as owned assets. However, when there is no reasonable 
certainty that ownership will be obtained by the end of the lease term, assets are depreciated over the 
shorter of the lease term and their useful lives. 


Freehold and leasehold land is not depreciated 


The estimated useful lives of property and equipment are as follows: 


Buildings 50years 

Generating set 7years 

Computer equipment 4 years 

Furniture and office equipment 5 years 

Motor vehicles - New (Cash purchase) 4 years 

Motor vehicles — Salvage 3 years 

Finance lease assets 4 years 

Depreciation methods useful lives and residual values are reviewed at each reporting date and adjusted 
if appropriate. 
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De-recognition 

An item of property, plant and equipment is derecognized upon dispasal or when no future economic 
benefits are expected to arise from the continued use of the asset. 

Any gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and the carrying amount of the asset and is 
recognized in the statement of profit or loss of the year that the asset is de-recognized. 


(m) Intangible Assets 


Acquired computer software 

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and 
bring to use the specific software. Computer software is stated at cost less amortization and impairment 
losses. Subsequent expenditure is capitalized only when it increases the future economic benefits 
embodied in the specific asset to which it relates. Costs associated with maintaining computer software 
programmes are recognized as an expense as incurred. 


Amortization 
Computer software costs, whether developed or acquired, are amortized for a period of five years using 
the straight line method. 


Intangible assets which are not available for use are tested for impairment annually. Amortisation 
methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate 


An intangible asset shall be derecognized by the Company on disposal; or when no future economic 
benefit are expected from its use or disposal. Any gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is 
included in profit or loss in the period the asset is recognised. 


(n) Income Taxes 
Income tax expense comprises current and deferred tax, Income tax expense is recognized in the 
statement of profit or loss except to the extent that it relates to items recognized in other comprehensive 
income or directly in equity. In thís case, the tax is also recognized in other comprehensive income or 
directly in equity, respectively. 


The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit 
as reported in the Company's statement of profit or loss because of items of income or expense that are 
taxable or deductible in other years and items that are never taxable or deductible. The Company's 
liability for current tax is calculated using tax rates that have been enacted by the end of the reporting 
period. 


The current taxes include: Company Income Tax at 3096 of taxable profit; Education Tax at 2% of 
assessable profit; Capital Gain Tax at 1096 of chargeable gains; and Information Technology Development 
levy at 196 of accounting profit. 


Deferred tax 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and 
liabilities in the Company's financial statements and the corresponding tax bases used in the computation 
of taxable profit, 
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Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax 
assets are generally recognized for all deductible temporary differences to the extent that it is 
probable that taxable profits will be available against which those deductible temporary differences 
can be utilized. Such deferred tax assets and liabilities are not recognized if the temporary difference 
arises from goodwill {arising in a business combination) or from the initial recognition (other than 
in a business combination) of other assets and liabilities in a transaction that affects neither the taxable 
profit nor the accouhting profit. 


The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced 
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or 
part of the asset to be recovered, 


Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period 
in which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period. The measurement of deferred tax 
liabilities and assets reflects the tax consequences that would follow from the manner in which the 
Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets 
and liabilities. 


For the purposes of measuring deferred tax liabilities and deferred tax assets for properties held for sale 
that are measured using the fair value model, the carrying amount of such properties are presumed to 
be recovered entirely through the sale uniess the presumption is rebutted. The presumption is rebutted 
when the investment property is depreciable and is held within a business model whose objective is to 
consume substantially all the economic benefits embodied in the investment property over time, rather 
than through sale. 


(o0) Statutory Deposits 
Statutory deposits are cash balances held with the Central Bank of Nigeria (CBN) in compliance with the 
Insurance Act, CAP 117, LEN 2004 for the general insurance companies. 


The deposits are only available as a last resort to the Company if it goes into liquidation. Statutory deposits 
are measured at cost. 


ip) Hypothecation of Assets 
The Company structured its assets to meet the requirements of the Insurance Act 2003 wherein 
the policyholders' assets and funds are not co-mingled with assets and funds that belong to shareholders 
and other funds. 


In particular, investment properties, investment securities (equities and fixed income securities) and 
insurance funds hypothecated to policyholders are distinguished from those owned by the shareholders, 


The assets hypothecated are shown in Note 23(f) to the financial statements. 


(qd) Borrowings 
Borrowings by way of bank overdrafts that are repayable on demand and form an integral part of 
the Company's cash management are included as a component of cash and cash equivalents for the 
purpose of the statement of cash flows. 


Borrowing costs comprise interest payable on loans and bank overdrafts. They are charged to profit or 


loss as incurred, except those that relate to qualifying assets. Arrangement fees in respect of financing 
arrangements are charged to borrowing costs over the life of the related facility, 
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ir} 


{s} 


(t) 


Deferred income 
Deferred income comprises deferred rental income and deferred commission. 


Deferred Rental Income relates to rents received in advance, These are amortized and transferred to 
the statement of profit or loss over the periods that they relate. 


Deferred commission income relates to commissions received on ceded reinsurance businesses but not 
yet earned as at reporting date. Deferred commission incomes are amortized systematically over the life 
of the contracts at each reporting date. 


Provisions, contingent liabilities and assets 


Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive} as a result 
of a past event, it is probable that the Company will be required to settle the obligation, and a reliable 
estimate can be made of the amount of the obligation. 


The amount recognized as a provision isthe best estimate of the consideration required to settle 
the present obligation at the end of the reporting period, taking into account the risks and 
uncertainties surrounding the obligation. When a provision is measured using the cash flows estimated 
to settle the present obligation, its carrying amount is the present value of those cash flows (when the 
effect of the time value of money is material). 


A contingent liabilities is a possible obligation that arises from fast events and whose existence will be 
confirmed only by the occurrence or non-occurrence of one or more uncertain future not wholly within 
the control of the Company or the Company has a present obligation as a result of a past event. It is not 
recognized because it is not likely that an outflow of resources will be required to settle the obligation or 
the amount cannot be reliably estimated. Contingent liabilities normally comprise of legal claims under 
arbitration or court process in respect of which a liability is not likely to occur. 


Finance and operating lease obligations 

These are the corresponding liabilities on assets acquired under finance lease. Lease payments are 
apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant 
rate of interest on the remaining balance of the liability, Finance expenses are recognized in the year 
which they relate in profit or loss. 


Lease assets - lessee 

Assets held by the Company under leases that transfer to the Company substantially all of the risks and 
rewards of ownership are classified as finance leases. The leased asset is initially measured at an amount 
equal to the lower of its fair value and the present value of the minimum lease payments. Subsequent to 
initial recognition, the asset is accounted for in accordance with the accounting policy applicable to that 
asset. 


Assets held under other leases are classified as operating leases. 


Lease payments 

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the 
term of the lease. Lease incentives received are recognised as an integral part of the total lease expense, 
over the term of the lease. 


Lease assets - fessor 

If the Company is the lessor in a lease agreement that transfers substantially all of the risks and rewards 
incidental to ownership of the asset to the lessee, then the arrangement is classified as a finance lease 
and a receivable equal to the net investment in the lease is recognised and presented within loans and 
advances 
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(i) Classification 
IFRS 4 requires contracts written by insurers to be classified as either ‘insurance contracts’ 
or 'investment contracts' depending on the level of insurance risk transferred, 


Insurance contracts are those contracts when the insurer has accepted significant insurance 
risk from another party (the policyholders) by agreeing to compensate the policyholders if a 
specified uncertain future event (the insured event) adversely affects the policyholders. 

The Company only enters into insurance contracts. Therefore, its insurance contract liabilities 
represent the Company's liability to the policy holders. It comprises the unearned premium, 
unexpired risk, outstanding claims and the incurred but not reported claims. At the end of each 
accounting period, this liability is reflected as determined by the actuarial valuation report. 


Unearned premium provision 

The provision for unearned premiums represents the proportion of premiums written in the 
periods up to the accounting date that relate to the unexpired terms of policies in force at the end 
of the reporting date. This is estimated to be earned in subsequent financial periods, computed 
separately for each insurance contract using a time apportionment basis. 


Reserve for unexpired risk 

A provision for additional unexpired risk reserve is recognised for an underwriting year where it is 
envisaged that the estimated cost of claims and expenses exceed the unearned premium 
provision. 


Reserve for outstanding claims 

Outstanding claims represent the estimated ultimate cost of settling all claims arising from 
incidents occurring prior to the end of reporting date, but not settled at that date. 

Reserve for incurred but not reported claims (IBNR) 


A provision is made for claims incurred but not yet reported as at the end of the financial year. 
This provision is based on the liability adequacy test report. 


Liability Adequacy Test 

At the end of each reporting period, liability adequacy tests are performed to ensure that material 
and reasonably foreseeable losses arising from existing contractual obligations are recognised. In 
performing these tests, current best estimates of future contractual cash flows, claims handling 
and administration expenses, investment income backing such liabilities are considered. Long- 
term insurance contracts are measured based on assumptions set out at the inception of the 
contract. Any deficiency is recognized in profit or loss by increasing the carrying amount of the 
related insurance liabilities, 


The Liability Adequacy Test (LAT) was carried out by Ernst & Young (Consultant Actuaries) under 
the supervision of Mr, O, O. Okpaise with FRC number (FRC/2012/NA5/00000000738). 


(ii) Recognition and Measurement of Insurance Contract 


Premium 

Gross written premiums for general insurance contracts comprise premiums received in cash as 
well as premiums that have been received and confirmed as being held on behalf of the Company 
by insurance brokers and duly certified thereto, Gross premiums are stated gross of commissions 
and taxes payable and stamp duties that are payable to intermediaries and relevant regulatory 
bodies respectively. 

Unearned premiums represent the proportions of premiums written in the year that relate to the 
unexpired risk of policies in force at the reporting date, 
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Reinsurance 

Premiums, losses and other amounts relating to reinsurance treaties are measured over the 
period from inception of a treaty to expiration of the related business. The actual profit or loss on 
reinsurance business is therefore not recognized at the inception but as such profit or loss 
emerges. In particular, any initial reinsurance commissions are recognized on the same basis as 
the acquisition costs incurred. 


Premiums ceded, claims recovered and commission received are presented in the statement of 
profit or loss and statement of financial position separately from the gross amounts. 


Claims 

Claims incurred comprise claims and claims handling expenses paid during the financial year and 
changes in the provision for outstanding claims. Claims and claims handling expenses are 
recognized in profit or loss as incurred, 


(v) Employee Benefits 


(i) 


(ii) 


(iii) 


Short-term benefits 

Staff benefits such as wages, salaries, paid annual leave allowance, and non-monetary benefits 
are recognized as employee benefit expenses. The expenses are accrued when the associated 
services are rendered by the employees of the Company. 


Short-term employee benefit obligations are measured on an undiscounted basis and are 
expensed as the related service is provided. 


Defined Contribution Plans 

The Company operates a defined contribution plan in accordance with the provisions of the 
Pension Reform Act 2014, The Company contributes 10% and employees contribute 8% each of 
the qualifying monthly emoluments in line with the Pension Reform Act. 


The Company’s monthly contribution to the plan is recognized as an expense in profit or loss, 


The Company pays contributions to privately administered pension fund administration on a 
monthly basis. The Company has no further payment obligation once the contributions have been 
paid. Prepaid contributions are recognized as an asset to the extent that a cash refund or reduction 
in the future payments is available. Payments to defined contribution retirement benefit plans are 
recognised as an expense when employees have rendered service entitling them to the 
contributions. 


Termination Benefits 

Termination benefits are payable when employment is terminated before the normal retirement 
date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. The 
Company recognizes termination benefits when it is demonstrably committed to either: 
terminating the employment of current employees according to a detailed forma! plan without 
possibility of withdrawal; or providing termination benefits as a result of an offer made to 
encourage voluntary redundancy. 


(a) Defined Benefit Plan 

Remeasurements of the net defined benefit liability, which comprise actuarial gains and 
losses, are recognised immediately in OCI. The Company determines the net interest 
expense (income) on the defined benefit liability for the period by applying the discount 
rate used to measure the defined benefit obligation at the beginning of the annual period 
to the then-net defined benefit liability, taking into account any changes in the net defined 
benefit liability during the period as a result of benefit payments. Net interest expense and 
other expenses related to defined benefit plans are recognised in profit or loss. 
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(b) 


(e) 


Pension 

The Company operated a funded pension scheme for its employees prior ta the Pension 
Reform Act 2004. It therefore has continuing pension obligation to its staff who retired prior 
to the commencement of the contributory pension scheme. 


Pensioners are entitled to 3% annual increment. Over 90% of the pension assets are being 
managed by a pension fund administrator while the balance is invested in marketable 
securities and bank placement, 


The calculation of defined benefit obligations is performed annually by a qualified actuary 
using the projected unit credit method. When the calculation results in a potential asset 
for the Company, the recognised asset is limited to the present value of economic benefits 
available in the form of any future refunds from the plan or reductions in future 
contributions to the plan. To calculate the present value of economic benefits, 
consideration is given to any applicable minimum funding requirements. 


Remeasurements of the net defined benefit liability, which comprise actuarial gains and 
losses, the return on plan assets (excluding interest) and the effect of the asset ceiling {if 
any, excluding interest), are recognised immediately in OCI. The Company determines the 
net interest expense {income} on the net defined benefit liability (asset) for the period by 
applying the discount rate used to measure the defined benefit obligation at the beginning 
of the annual period to the then-net defined benefit liability (asset), taking into account any 
changes in the net defined benefit liability (asset) during the period as a result of 
contributions and benefit payments. Net interest expense and other expenses related to 
defined benefit plans are recognised in profit or loss. 


When the benefits of a plan are changed or when a plan is curtailed, the resulting change 
in benefit that relates to past service or the gain or loss on curtailment is recognised 
immediately tn profit or loss, The Company recognises gains and losses on the settlement 
of a defined benefit plan when the settlement occurs. 


Other Long term benefits 
The Company operates a long service award plan for eligible staff who have rendered 
continued service to the organization. 


Benefits accrue after a minimum of 10 years and a maximum of 35 years. The main benefits 
payable on the scheme are both cash and gift items which vary according to the number of 
years of service. 


The liability is valued annuaily by a qualified actuary (Logic Professional Services) under the 
supervision of Mr. Ganiu Shefiu with FRC number (FRC/2017/NAS/00000017548) using the 
projected unit credit method. 


Remeasurements of the obligation, which comprise actuarial gains or losses, are recognized 
immediately in OCI. The Company determines the net interest expense (income) on the 
obligation for the period by applying the discount rate used to measure the obligation at 
the beginning of the annual period to the liability taking into account any changes in the 
liability during the period as a result of benefit payments. Net interest expense and other 
expenses related to obligation are recognized in profit ar lass. 


The Company meets benefits on a pay-as-you-qualify basis as the plan is an unfunded 
scheme, 
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(w) Capital and Reserves 


(i) Share capital 
The equity instruments issued by the Company are classified as equity in accordance with the 
substance of the contractual arrangements and the definitions of an equity instrument. 


Equity instruments issued by the Company are recognized as the proceeds are received, net of 
direct issue costs. Repurchase of the Company's own equity instruments is recognized and 
deducted directly in equity. No gain or loss is recognized in profit or loss on the purchase, sale, 
issue or cancellation of the Company's own equity instruments. 


{ii} Share premium 
This represents the excess amount paid by shareholders on the nominal value of the shares. This 
amount can be utilized as provided in Section 120(3) of Companies Allied Matters Act. The share 
premium is classified as an equity instrument in the statement of financial position. 


(iii) Contingency reserve 
The Company maintains Contingency reserves for the general business in accordance with the 
provisions of S.21 (1) of the Insurance Act 2003. 


In compliance with the regulatory requirements in respect of Contingency Reserve for general 
business, the Company maintains contingency reserve at the rate equal to the higher of 3% of 
gross premium or 20% of the total profit after taxation until the reserve reaches the greater of 
minimum paid up capital or 50% of net premium. 


(iv) Retained Earnings 
The reserve comprises undistributed profit/ (loss) from previous years and the current year, 
Retained Earnings is classified as part of equity in the statement of financial position. 


(v) Fair value reserves 
Fair value reserves represent the cummulative net change in the fair value of available-for-sale 
financial assets at the reporting date. 


(vi) Asset revaluation reserve 
The revaluation reserve relates to the surplus on revaluation of land and building at the end of 
the financial period. Increases in the value of these assets are recognised in other comprehensive 
income and accumulated in assets revaluation reserve until the assets are derecognised. 


(vii) Other reserves - employee benefit actuarial surplus 
Actuarial (surplus)/deficit on employee benefits represent changes in benefit obligation due to 
changes in actuarial valuation assumptions or actual experience differing from experience. The 
gains/losses for the year, net of applicable deferred tax asset/liability on employee benefit 
obligation, are recognized in other comprehensive income. 


(viii) Dividends on ordinary shares 
Dividends on ordinary shares are recognised in equity in the period in which they are approved by 
the Company's shareholders. Dividends for the year that are declared after the end of the 
reporting period are dealt with in the subsequent period. 


Dividends proposed by the Directors but not yet approved by shareholders are disclosed in the 


financial statements in accordance with the requirements of the Company and Allied Matters Act 
of Nigeria, 
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{x) 


Revenue Recognition 


(i) 


(ii) 


(iii) 


(iv) 


(v) 


(vi) 


Gross Written Premium 

Gross written premiums for non-life (general) insurance comprise premiums received in 
cash as well as premiums that have been received and confirmed as being held on behalf 
of the Company by insurance brokers and duly certified thereto. Gross written premiums 
are stated gross of commissions, net of taxes and stamp duties that are payable to 
intermediaries and relevant regulatory bodies respectively. 


Unearned premiums represent the proportions of premiums written in the year that relate 
to the unexpired risk of policies in force at the reporting date. 


Reinsurance expenses 
Reinsurance cost represents outward premium paid/payable to reinsurance companies 
less the unexpired portion as at the end of the financial year. 


Fees and commission income 

Fees and commission income consists primarily of insurance agency and brokerage 
commission, reinsurance and profit commissions, policyholder administration fees 
and other contract fees, Reinsurance commissions receivable are deferred in the same 
way as acquisition costs, All other fee and commission income is recognized as the services 
are provided. 


Investment Income 
Investment income consists of dividends and interest income on loans and receivables, 
realized gains and losses as well as unrealized gains and losses on fair value assets. 


interest income 

Interest income is recognized in the profit or loss as it accrues and is calculated by using 
the effective interest rate method. Fees and commissions that are an integral part of the 
effective yield of the financial asset or liability are recognized as an adjustment to the 
effective interest rate of the instrument. 


The effective interest method is a method of calculating the amortised cast of a financial 
asset or a financial liability and of allocating the interest income or interest expense over 
the relevant period, The effective interest rate is the rate that exactly discounts estimated 
future cash payments or receipts through the expected life of the financial instrument or, 
when appropriate, a shorter period to the net carrying amount of the financial asset or 
financial liability. When calculating the effective interest rate, the Company estimates cash 
flows considering all contractual terms of the financial instrument (for example, 
prepayment options) but does not consider future credit losses. The calculation includes 
all fees and points paid or received between parties to the contract that are an integral 
part of the effective interest rate, transaction costs and all other premiums or discounts. 
Where the estimated cash flows on financial assets are subsequently revised, other than 
impairment losses, the carrying amount of the financial assets is adjusted to reflect actual 
and revised estimated cash flows. 


Once a financial asset or a group of similar financial assets has been written down as a 
result of an impairment loss, interest income is recognised using the rate of interest used 
to discount the future cash flows for the purpose of measuring the impairment loss. 


Dividend income 


Dividend income fram investments is recognized when the shareholders’ rights to receive 
payment have been established. 
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(vii) Realized and Unrealized gains and losses 

Realized gains and losses on investments include gains and losses on financial assets and 
investment properties. Gains and losses on the sale of investments are calculated as the 
difference between net sales proceeds and the carrying value as recorded on occurrence 
of the sale transaction. 

Unrealized gains or losses represent the difference between the carrying value at the year 
end and the carrying value at the previous year end or purchase value during the year, less 
the reversal of previously recognized unrealized gains and losses in respect of disposals 
during the year. 


(vi) Other operating income 
Other operating income represents income generated from sources other than premium 
revenue and investment income. It includes rental income, profit on disposal of fixed 
assets. Rental income is recognized on an accrual basis. 


(y Expense Recognition 


ti) 


tin) 


(iii) 


insurance claims and benefits incurred 

Gross benefits and claims consist of benefits and claims paid / payable to policyholders, which 
include changes in the gross valuation of insurance contract liabilities, except for gross change in 
the unearned premium provision which are recorded in premium income. It further includes 
internal and external claims handling costs that are directly related to the processing and 
settlement of claims. Amounts receivable in respect of salvage and subrogation are also 
considered, 


Salvage 
Some non-life insurance contracts permit the Company to sell (usually damaged) property acquired 
in the process of settling a claim. 


Subrogation 

Subrogation is the right of an insurer to pursue a third party that caused an insurance loss to the 
insured. This is done as a means of receiving the amount of the claim paid to the insured for the 
loss. 


Underwriting expenses 

Underwriting expense include acquisition costs and maintenance expense. Acquisition costs 
comprise direct and indirect costs associated with the writing of insurance contracts. These include 
commission expenses and other technical expenses. Maintenance expenses are expenses incurred 
in servicing existing policies and clients. All underwriting expenses are charged to income 
statement as they accrue or become payable. 


Management expenses 

Management expenses are charged to profit or loss when goods are received or services rendered, 
They are expenses other than claims, maintenance and underwriting expenses and include 
employee benefits, depreciation charges and other operating expenses. 
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4 Significant accounting estimates and judgements 


The preparation of financial statements requires the use of accounting estimates which, by definition, 
will seldom equal the actual results. Management also needs to exercise judgement in applying the 
company's accounting policies, 


This note provides an overview of the areas that involve a higher degree of judgement or complexity, 
and major sources of estimation uncertainty that have a significant risk of resulting in a material 
adjustment within the next financial year. Detailed information about each of these estimates and 
judgements is included in the related notes together with information about the basis of calculation for 
each affected line item in the financial statements. 


A Measurement of the expected credit loss allowance 
The measurement of the expected credit loss allowance for the company's financial assets measured at 
amortised cost is an area that requires the use of complex models and significant assumptions about 
future economic conditions and credit behaviour (e.g. the likelihood of customers defaulting and the 
resulting losses}, 


A number of significant judgements are also required in applying the accounting requirements for 
measuring ECL, such as: 


- Determining criteria for significant increase in credit risk; 

- Choosing appropriate models and assumptions for the measurement of ECL; 

- Establishing the number and relative weightings of forward-looking scenarios for each type of 
product/market and the associated ECL; and 

"- Establishing entity's of similar financial assets for the purposes of measuring ECL. 


B Judgements 
Management applies its judgement to determine whether the Company should equity account for its' 
investment in associates. According to IAS 28, a 20% or more interest in an investee leads to a rebuttable 
presumption that the investor has significant influence over the investee. 


The Company holds a direct interest of 26% in CBC EMEA and 33% in Royal Exchange Healthcare (REHL). 
Management has considered the fact and circumstances, including the representation of the Company 
on the board of CBC EMEA and REHL and has concluded that the Company has significant influence over 
CBC EMEA and REHL and the entities are associates of the Company. 


C Assumptions and estimation uncertainties 
Information about assumptions and estimation uncertainties that have a significant risk of resulting in a 
material adjustment in the year ending 31 December 2020 is set out below in relation to the impairment 
of financial instruments and in the following notes in relation to other areas: 


{i} Liabilities arising from insurance contracts 
Claims arising from non-life insurance contracts 
Liabilities for unpaid claims are estimated on case by case basis, The liabilities recognised for claims 
fluctuate based on the nature and severity of the claim reported. Claims incurred but not reported 
are determined using statistical analyses and the Company deems liabilities reported as adequate. 
Assumptions used in determining the liabilities are disclosed in Note 47. 


Changes in the outcome of the assumption can have a significant impact on the total recorded 
liabilities arising from insurance contracts and the claims expenses, 
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(ii) Fair value of financial instruments 
The directors use their judgment in selecting an appropriate valuation technique for some financial 
assets. 


Impairment for financial assets carried at amortized costs as well as the amount of impairment for 
trade receivables. The significant estimates applied in determination of fair value of financial assets 
are as shown in the statement of accounting policies note 3 (c)(v). 


{iv} Determinatlan of fair value of investment praperty 
Management employed the services of estate surveyors and valuers to value its investment 
properties. The estimated open market value is deemed to be the fair value based on the 
assumptions that there will be willing buyers and sellers. Recent market prices of neighborhood 
properties were also considered in deriving the open market values. Other key assumptions are as 
disclosed in Note 13 to the financial statements. 


(v) Defined benefit plan 
The present value of the employee benefit obligations depends on a number of factors that are 
determined in an actuarial basis using a number of assumptions. Any changes in these assumptions 
will impact the carrying amount of obligations. The assumptions used in determining the net cost 
(income] for pensions include the discount rate. 


The Company determines the appropriate discount rate at the end of the reporting period. In 
determining the appropriate discount rate, reference is made to the yield on Nigerian Government 
Bonds that have maturity dates approximating the terms of the related pension liability. Other key 
assumptions for pension obligations are based in part on current market conditions as disclosed in 
Note 17. 


(vi) Current income tax 
The current income tax charge is calculated on taxable income on the basis of the tax laws enacted 
or substantively enacted at the reporting date. The Company applies general tax rules and the 
Directors have adopted current tax practices in computing the tax liabilities, Actual results may 
differ from these estimates based on the interpretation by the tax authorities. The Directors 
acknowledge that changes in the application of the current tax practices can have a significant 
impact on the tax expense and tax liabilities recorded in the financial statements. 


(vii) Deferred tax assets 

Recognised deferred tax assets (See note 18) are measured at the tax rates enacted or substantively 
enacted at the end of the reporting period and represents those amounts that are probable of 
realisation taking into account management's estimates of future taxable profits. In determining 
estimates of future taxable profit against which deductible amount can be utilised, management 
has considered the existence of taxable temporary differences that will reverse in the same year 
that deductible amounts will reverse. Management's estimate of future taxable profits has been 
determined on the basis of a five year profit forecast, Management affirms that assumptions 
underlying the five year forecast is reasonable given the Company's restructured operations and 
there are no objective indictors to suggest that the projected earnings level will not be achieved. 


(viii) Determination of impairment of property ond equipment, and intangible assets excluding 
goodwiil 
Management is required to make judgements concerning the cause, timing and amount of 
impairment. In the identification of impairment indicators, management considers the impact of 
changes in current competitive conditions, cost of capital, availability of funding, technological 
obsolescence, discontinuance of services and other circumstances that could indicate that 
impairment exists. The Company applies the impairment assessment to its separate cash 
generating units. 
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This requires management to make significant judgements and estimates concerning the existence 
of impairment indicators, separate cash generating units, remaining useful lives of assets, projected 
cash flows and net realisable values. Management's judgement is also required when assessing 
whether a previously recognised impairment loss should be reversed. 


(ix) Depreciation and carrying value of property and equipment and intangible assets 
The estimation of the useful lives of assets is based on management’s judgement. Any material 
adjustment to the estimated useful lives of items of the assets will have an impact on the carrying 
value of these items. Depreciation and amortisation is recognised on the basis described in 
accounting policies note 3(l) and 3(m) 
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Statement of Financial Position 


ASSETS 

Cash and cash equivalents 

Financial assets: 
- Fair value through profit or loss 
- Fair value through other comprehensive income 
- Amortised cost 

Trade receivables 

Reinsurance assets 

Deferred acquisition cost 

Other receivables and prepayments 

Right of use asset 

Investment in associates 

Investment properties 

Property and equipment 

Statutory deposits 

Employees retirement benefits 

Total assets 


LIABILITIES 

Insurance contract liabilities 
Bank overdrafts 

Deferred income 

Trade payables 

Other liabilities 

Finance lease obligations 
Current income tax liabilities 
Employee benefit liability 
Deferred tax liabilities 

Total liabilities 


EQUITY 

Share capital 

Share premium 
Contingency reserve 
Retained earnings 

Other component of equity 
Total equity 


Total equity and liabilities 


These financial statements were approved by the Board of Directors on 21 April, 2021 and signed on behalf of 


Chief U. Okpa-Obaji 


Director 
(FRC/2014/MULTI/00000010359) 


Cae = 
nn TI 
Toyin Azeez 


Chief Financial Officer 
FRC/2013/ICAN/O00000004008 
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31-Dee-20 
N'o00 


9,777,898 


756,657 
4,288,656 
93,735 
69,468 
1,744,049 
225,256 
1,218,453 
71,472 
453,145 
3,856,706 
1,130,784 
340,000 
257,168 
24,283,447 


4,042,104 
32,699 
138,244 
7,739,026 
1,109,902 
55,703 
388,492 
26,893 
528,144 
14,061,207 


5,366,667 
802,737 
2,844,511 
709,711 
498,614 
10,222,240 


24,283,447 


Benjamin Agili 
Managing Director 
(FRC/2016/CIIN/00000014211) 
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31-Dec-19 
N'000 


10,619,459 


666,176 
701,340 
44,674 
53,837 
2,235,297 
162,488 
882,465 
76,895 
449,521 
4,275,855 
1,137,844 
340,000 
295,649 
21,941,500 


4,591,292 
29,030 
109,332 
5,998,661 
734,950 
63,927 
293,033 
24,750 
484,603 
12,329,578 


5,366,667 
802,737 
2,488,464 
691,534 
262,520 
9,611,922 


21,941,500 





2021 


LEN d 


Statement of Profit or Loss and Other Comprehensive Income 


Gress premium written: 
Unearned premium 


Gross premium income 
Reinsurance expenses 

Net premium income 

Fees and commission income 


Net underwriting income 


Insurance claims and benefits incurred 


Insurance claims and benefits incurred - recoverable from reinsurers 


Net claims expenses 
Underwriting expenses 


Total underwriting expenses 
Underwriting profit 


Net investment income 

Finance income 

Share of (loss}/profit on investment in associate 
Net fair loss on financial assets 

Allowance for impairment 

ECL Impairment Allowance 

Other operating income 


Net income 


Foreign exchange gain 


Management expenses 
E P 1 4 OCT 
Expenses 
Profit before taxation Si CT, an 
IN SURANCE 


Profit before taxation 


Ca a on 


Income tax charge 
Profit after taxation 


Other comprehensive income, net of tax 

items that will never be classified in profit or loss 
Net actuarial losses on employee benefits 

Items that may be classified to profit or loss: 
Share of current year results in associates 

Fair value changes on FVOCI 


Total ather comprehensive income, net of tax 
Total comprehensive income for the year 


Total comprehensive income attributable ta shareholders 
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31-Dec-20 — 31-Dec-19 

Note NOOO N'000 
30la) 11,868,240 10,584,353 
30(a) (296,171) 283,995 
11,572,069 10,868,348 
al (6,296,278) — (5,389,854) 
5,275,791 — 5,478,494 
32 568,041 415,546 
5,843,832 5,894,040 
33(a) — (1,289,168) (1,668,575) 
33(b) 599,636 554,305 
(689,532) — (1,114,270) 
34 (3,705,527) — (3,633,542) 
(4,395,059) — (4,747,812) 
1,448,773 1,146,228 
35 582,470 742,031 
17(c) 35,583 40,712 
12 (13,303) 14,097 
35(a) (73,763) (86,259) 
36la)i (257,972) — (153,871) 
36(a]ii (7,681) 20,506 
37 439,779 244,040 
705,113 821,256 
2,153,886 ` 1,967,484 
38 68,556 67,744 
2021 39 (1,198,343) — (1,060,585) 
(1,129,787) — (992,841) 
AA 1,024,099 974,643 
COMPANY 1,024,099 974,643 
2413) (230,521) ` (319,938) 
793,578 654,705 
17(c) (76,208) (34,583) 
12 16,927 2,643 
7(d) 295,377 139,331 
236,096 107,391 
1,029,674 762,096 
1,029,674 762,096 


The statement of significant accounting policies and the accompanying notes form an integral part of these financial 


statements. 


37 


BE 





Opz'zzz‘oT GLZI'SES  (S90'LE) ITZ'604 TTS ‘prez LEL'TOS £99°99£°S 
- - - (LvO'9SE)  £vO'9S£ - - 
(bse'etv) (vst'erv) - 

- - (4v0'9S€) — £vO'9st - - 











Z49'GZO'T X 4ZE'S6Z (ESZ'GS) TES LED LvO'9SE - - 











Seat SZ6'9T 

LLE'S6Z LLE'S6Z - 

{80292} (soz'9£) - - - - 

- (£v0'9St) ` LOD'ISE 

8/5't64 - Sie EG - - - 

ZZ6TIS9'6 — ZOE'ObZ BIZZ vESTE9 vov'8Bv'c LE4'C08 L99'99E'S 

000.N 000. — O00,N 000,N 000,N 000, 000,N 

JEIOL 3A19591 — OAJoSOM sauju1e3 DAJISJY nag jedes 
anjeA (ss0)/uieo paweyay Aduagunuo) oJeys aJey5 
AE) ¡uenoy 


OZOZ Jaquiazag TE Papua Dan ayi 104 
5143491015 [Di2UDUI3 9 Oday jonuuy 


(LZLSZL Du) 
pay] Auedio) a»ueginsu| (219435) adueyoxz |eAoy 


Jaqwaosgq TE 
sJapjoy Aunba o} suonnqiasip pue uonnquyuo? jezoj 
Jean 34) uq pled puapiaig 

anJasay AIUaZUIUO 0] Jajsuesy 

:Ayinba UIQ suon»esuejt 


JE3Á 241 404 JWODJUI JAISUBYaJdWODJ |e30| 


JWOJUI JASUBYBJdWOJ 13470 Uo 5133443 XEL 
I2OAJ Lo sedueya anjer ey 

SUOLJERY QO Jyausq pauyap uo sesso] IEUEDOOE JaN 
:OWOJUI JAISUB3YBJAWOJ 12410 

Balasay ADUBBUNUOJ 03 J23jsuelp 

1e2À atu 104 Wold 

Menuer Iv 


0z0z 


OZOZ Jaquiazag re papua sah ayi sof 
Aynb3 ui seuey5 jo 3u3u2]E1S 


6t 





ZZettge  ZOEObZ BIZ'Z vES'T6S v9t'88U'7 (EC ZO L99'99€'5 








- - - (TES TE)  TES'/TE - - 





960'29£ TEE GET — (Ov6'TE) FLT'LEE TES LTE - - 











EFIT - EFIT 
TEE'GET TEE GET 
(e8s'pe) - (EBS'LE) - - - ` 
- (TES'7TE) — TES'ZTE 
SO bg - 50£'459 - - - 
978'648'8 — IZ6'DOT 8ST'PS D9E'kSE£ E£6'0/T'2 LEL'ZOS L99'99€'5 
928'618'8 TZ600T  SSI'vS OSE PSE EEG'OLT'Z LEL'TOB £99'99¢'S 
000,N 000,N 000,N 000,N 000,N 000,N 000,N 
12301 3AJ9534 JASIN 53ulu1e] aAlasay wnd |eyides 
anjeA (sso1)/ute&) paourezay AbuaBunuoj aJeys Je ys 
AIS) jeu enpy 


OZOZ taquiazag rg papua sad ayi 103 
S1U2W4210]5 jopuouy '? Loday jonuuy 


(éZLSZL "IU] 
pawn Auedwo> asueinsu] jesauay aJueyoxa |eAlou 


Jaquwasaq TÉ 
ssapjoy Aynba 0] suonnqiisip pue UOJ3NQUIVO [P101 


anasay Aauaduruoa 0] Jaysueyj 
:Ayjin ba ulia suopnoesuei 


JEBA 24] 10) JWOJU! SAISUSYBIGLUOD [BIOL 


JWOJUI BAISUAYSIGWOI Jau1o WO SƏH XE] 

DOAJ SI8UBYI anjeA JEJ 

suoneaiqo 1aueq pauyap uo (sassoj)/suled jeene JON 
"“SWODJU] JAISUSYAJAdWODJ 12410 

aAlasay ÁSU94U:UOJ 0] JajJsueJ| 

JEaA 215 JO} 14054 

6T0z Menuer T pajsnipy 


juauusn[pe uonisuen Suiuado 6 SI! 
Atenuer T mg 


6TOZ 


Statement of Cash Flows 
far the year ended 31 December, 2020 


Cash flows from operating activities 


Insurance premium received from customers 
Premium paid 

Premium received in advance 

Insurance benefits and claims paid to customers 
Outward reinsurance premium paid 

Fees and commission received 

Claim recoveries made from reinsurers 
Commissions paid 

Cash payment to employees, intermediaries and other 
suppliers 

Income tax paid 


Net cash fiow from Operating activities 
Cash flows from investing activities 


Purchase of property and equipment 

Proceed from sale of property and equipment 
Proceed from sale of investment property 
Purchase of financial assets 

Rental income from investment properties 
Interest income 

Dividend income 

Proceeds on disposal of financial assets 


Net cash flow (used in}/from investing activities 
Cash flows from financing activities 

Refund of deposit of shares 

Payment of finance lease liabilities 

Payment of loan 

Dividend paid 

Net cash flow (used in)/from financing activities 


Net cash increase in cash and cash equivalents 


Cash and cash equivalents, beginning of year 
Effect of movement in exchange rates on cash held 


Cash and cash equivalents, end of year 
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31-Dec-20 31-Dec-19 

Note N'000 N'000 
46(a) 11,872,755 10,950,230 
46c(i) (5,775,254) (5,166,855) 
46c{i) 7,417,516 5,775,254 
46(b) (2,134,526) {2,111,390) 
46(c) (6,208,515) (5,365,303) 
46(d) 588,950 405,120 
46(e) 1,101,224 929,002 
46[f| (2,059,900) (1,821,149) 
46(8) (2,996,655) (2,639,711) 
24b) (23,278) (175,528) 
1,782,317 779,670 

14 (82,773) (83,960) 
46(h) 100,931 4,617 
13 270,000 - 
7(d) (4,370,096) (22,077) 
a6ij) 63,203 57,700 
46(1) 461,434 399,081 
46(i) 76,037 89,686 
7(d) 1,240,264 84,948 
12,241,000) 529,995 

21(b) - (2,000,000) 
22(a) (35,749) (43,798) 
22(b) - (14,300) 
28 (419,354) - 
(455,103) (2,058,098) 

(913,786) (748,433) 

6 10,590,429 11,271,118 
68,556 67,744 

6 9,745,195 10,590,429 
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Notes to the financial statements 
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(a) 


Financial risk management 


Factors relating to general economic conditions, such as consumer spending, business investment, 
government spending, the volatility and strength of both debt and equity markets, and inflation, 
all affect the profitability of businesses in Nigerta. 


Ina sustained economic phase of low growth, characterized by higher unemployment, lower household 
income, lower corporate earnings, lower business investment and lower consumer spending, the 
demand for financial and insurance products could be adversely affected. 


The Company's risk management process includes the identification and measurement of various forms 
of risk, the establishment of risk thresholds and the creation of processes intended to maintain risks 
within these thresholds while optimizing returns on the underlying assets and minimizing costs 
associated with liabilities. Risk range limits are established for each type of risk, and are approved by the 
Board's Investment Committee and subject to ongoing review. 


The Company’s risk management strategy is an integral part of managing the Company’s core businesses, 
and utilizes a variety of risk management tools and techniques such as: 


- Measures of price sensitivity to market changes (e.g., interest rate and foreign exchange rate); 

- Asset/Liability management; 

- Periodic Internal Audit and Control, and; 

- Risk management governance, including risk oversight committee, policies and guidelines, and 
approval limits. 


in addition, the company monitors and manages the financial risks relating to the operations of the 
organization through internal risk reports which analyse exposures by degree and magnitude of risks. 
These risks include market risk (currency risk, interest rate risk and price risk), credit risk and liquidity 
risk. 


Financial asset valuation bases 

Fair value is the price that would be received te sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date in the principal or, in its absence, the 
most advantageous market to which the Company has access at that date. Fair values are determined at 
prices quoted in active markets. In our environment, such price information is typically not available for 
all instruments measured at fair value and the company applies valuation techniques to measure such 
instruments. These valuation techniques make maximum use of market observable data but in some 
cases management estimate other than observable market inputs are used within the valuation model. 
There is no standard model and different assumptions could generate different results. 


Fair values are subject to a control framework designed to ensure that input variables and output are 
assessed independent of the risk taker, The Company has minima! exposure to financial assets which are 
valued at other than quoted prices in an active market. 


Fair value hierarchy 

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation 
techniques are observable or unobservable. Observable input reflect market data obtained from 
independent sources; unobservable inputs reflect the company's market assumptions. These two types 
of inputs have created the following fair value hierarchy: 


Level 1- Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes 
listed equity securities and debt instruments on exchanges. 
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Level 2- Valuation techniques based on observable inputs. This category includes instruments valued 
using: quoted market prices in active markets for similar instruments; quoted prices for similar 
instruments in markets that are considered less than active; or other valuation techniques where all 
significant inputs are directly or indirectly observable from market data. 


Level 3 - This includes financial instruments, the valuation of which incorporate significant inputs for the 
asset or liability that is not based on observable market data (unobservable inputs). Unobservable inputs 
are those not readily available in an active market due to market illiquidity or complexity of the product. 
These inputs are generally determined based on inputs of a similar nature, historic observations on the 
level of the input or analytical techniques. 


This hierarchy requires the use of observable market data when available. The Company considers 
relevant and observabie market prices in its valuations where possible. 


The following table provides an analysis of financial instruments that are measured subsequent to initial 
recognition at fair value, analysed into Levels 1 to 3 based on the degree to which the fair value is 


observable. 

31 December 2020 Level 1 Level 2 Level 3 Total 
N'O00 N'000 N'O00 OOO 

Financial Assets: 

Fair value through profit or loss: 

Quoted equity shares 7(b) 756,657 - - 756,657 

Total financial assets measured at fair 

value 756,657 756,657 

Fair value through profit or loss (OCH 

Unquoted Equities 7 541,315 541,315 

Treasury bills 7(b) 193,500 - - 193,500 

Federal Government Bonds 7(b) 3,563,512 - - 3,563,512 

ECL Impairment (9,671) (9,671) 

4,288,656 - - 4,288,656 

Total financial assets measured at fair 

value 5,054,984 - - 4,513,669 

31 December 2019 Level 1 Level 2 Level 3 Total 
N'000 #'000 N'000 N'000 

Financial Assets: 

Fair value through profit or loss:- 

Quoted equity shares 7(b) 666,176 - - 666,176 

Total financial assets measured at fair 

value 666,176 - - 666,176 

Fair value through profit or loss (OCH 

Unquoted Equities 7(b) - 

Treasury bills 7(bii) 43,365 - - 43,365 

Federal Government Bonds 7(bii) 114,886 - - 114,886 

Total financial assets measured at fair 

value through OCI 158,251 - - 158,251 

Total financial assets measured at fair value 824,427 - - 824,427 
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(b) 


Financial instruments not measured at fair value 
The fair value information for financial assets and financial liabilities not measured at fair value has not 
been disclosed because their carrying amount is a reasonable approximation of its fair value. 


The financial assets and liabilities include: 


Cash and cash equivalents 
Cash and cash equivalents consists of cash on hand and current balances with banks. 


The carrying amounts of current balances with banks is a reasonable approximation of fair value which 
is the amount receivable on demand, 


Financial assets at amartised cost 
The estimated value amounts to 493.8million. Financial assets at amortised cost consists of placements 
with financial institutions and staff mortgage loans. 


Trade receivables and other receivables 
The carrying amounts of trade receivables and other receivables are receivable in less than one year, are 
reasonable approximation of their fair values. 


Bank averdrafts, trode payables, pravisian and ather payables and finance lease obligations 
The carrying amounts of bank borrowings, trade payables, provision and other payables and finance 
lease obligations are reasonable approximation of their fair values which are repayable on demand. 


Financial risks 

The Company Is exposed to the following categories of risks: 
i) Market risk 

it) Credit risk 

iii} Liquidity risk 


Morket risk 

This reflects the possibility that the value of the investments will fall as a result of changes in market 
conditions, whether thase changes are caused by factors specific to the individual investment or factors 
affecting all investments traded in the market. The Company is exposed to this risk through its financial 
assets and comprises currency risk, interest rate risk and price risk. 


Currency risk 
This is the risk that the carrying of financial instruments may be affected by changes in foreign exchange 


rates. 


The Company seeks to manage its exposures to risk through control techniques which ensure that the 
residual risk exposures are within acceptable tolerances agreed by the Board. A description of the risks 
associated with the Company’s principal products and the associated control techniques is detailed below. 


Foreign Currency risk 
The Company accepts receipt of premiums in foreign currency, in addition to Naira, as a result, the 
Company is exposed to risk as exchange rates fluctuate. The Company also has bank balances 


denominated in foreign currency. 


The Company has minimal exposure to currency risk as the Company's financial assets are primarily 
matched to the same currencies as its insurance and investment contract liabilities. However, foreign 
exchange risk arises from other recognized assets and liabilities denominated in other currencies. 
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The carrying amounts of the Company's foreign currency denominated assets and liabilities are as follows: 


31 December 2020 
Pounds 
sterling Euro US Dollars Total 
#000 N'000 #'000 N'O00 
Assets (Cash & Cash Equivalent) - 40,963 8,445,820 8,486,783 
Liabilities - - (7,417,516) (7,417,516) 
- 40,963 1,028,304 1,069,267 
31 December 2019 
Pounds 
sterling Euro US Dollars Total 
N'000 N'000 N'000 N'000 
Assets (Cash € Cash Equivalents) - 34,233 5,866,031 5,900,264 
Liabilities - - (5,775,254) (5,775,254) 
- 34,233 90,777 125,010 


Foreign currency sensitivity analysis 

The following table details the Company’s sensitivity to a 10% increase and decrease in foreign currency 
rates against the Naira. A 10% sensitivity rate is used when reporting foreign currency risk internally to 
key management personnel and represents management's assessment of the reasonably possible change 
in foreign exchange rates. For each sensitivity scenario, the impact of change in a single factor is shown, 
with other assumptions or variables held constant, 


The following tables show the effect on the profit before tax as at 31 December 2020 from N N477.34/£, 
and N400.33/$ closing rate. These closing rates for the USD were determined from the Nigeria 
Autonomous Foreign Exchange Fixing (NAFEX) rate as at 31 December 2020. 


31 December 2020 


Pounds US 
steriing Euro Dollars Total 
f¥'000 f'000 f4'000 #i'000 

10% increase - 4,096 102,830 106,927 
10% decrease - (4,096) (102,830) (106,927) 
impact of increase on: 
Pre-tax Profit - - - 1,131,026 
Shareholders’ Equity - - - 10,334,055 
Impact of decrease on: 
Pre-tax Profit - - - 917,173 


The tax impact of foreign exchange results is generally 30% of the result. This is not included in the impact 
on shareholders equity as the final impact will depend on the tax status of the Company when it realises 
the impact of the foreign exchange results for tax purposes. 
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31 December 2019 


Pounds us 

sterling Euro Dollars Total 

$000 $000 000 f'000 
10% increase - 3,423 9,077 12,500 
10% decrease - (3,423) (9,077) (12,500) 
Impact of increase on: 
Pre-tax (loss)/profit - - - 465,239 
Shareholders' Equity - - - 6,786,357 
Shareholders’ Equity - - - 9,102,518 
Impact of decrease on: 
Pre-tax Profit - - - 1,484,047 


The tax impact of foreign exchange results is generally 3096 of the result. This is not included in the impact 
on shareholders equity as the final impact will depend on the tax status of the Company when it realises 
the impact of the foreign exchange results for tax purposes. 


Interest Rates Risk 
The Company's exposure to interest rate risk relates primarily to the market price and cash flow variability 
of assets and liabilities associated with changes in Interest rates. 


Insurance liabilities and employee benefits do not form part of this profile. Although they are significant 
liabilities subject to interest rate risk, they are not financial instruments within the scope of IFRS 7. 


Changes in interest rates result to reduction in income 'spread' or the difference between the amounts 
that the Company is required to pay under the contracts and the rate of return the Company is able ta 
earn on investments intended to support obligations under the contracts. Investment spread is, arguably, 
one of the key components of the net income of insurers. 


The Company's mitigation efforts with respect to interest rate risk are primarily focused on maintaining 
an investment portfolio with diversified maturities that has a weighted average duration or tenor 


approximately equal to the duration of our liability cash flow profile. 


Also, the Company manages this risk by adopting close asset/liability matching criteria, to minimize 
the impact of mismatches between asset and liability values arising from interest rate movements. 


Furthermore, the Company uses sensitivity analytics to measure the impact of interest rate changes and 
movements on the value of our financial assets scenarios. 


45 


Royal Exchange General Insurance Company Limited 
(RC: 725727) 


Annual Report & Financial Statements 
For the year ended 31 December 2020 


Notes to the financial statements 
The Company is exposed to interest rate risk as it invests in fixed income and money market instruments, 
interest rate profile 


At the end of the reporting period the interest rate profile of the Company's interest bearing financial 
instruments as reported to the Management of the Company are stated below. 


Financial instruments Notes 31-Dec-20 31-Dec-1959 
N'000 N'O00 
Fixed Interest rate instruments: 
Cash and Cash equivalents 6 9,112,721 9,367,071 
Federal government bonds 7(b) 3,563,512 114,886 
Treasury bills Tib) 193,500 43,365 
Placements 7(c) - 7,226 
Statutory deposits 16 340,000 340,000 
Mortgage loans 7(c) 98,614 42,327 
Finance lease obligations 22{a) (55,703) (63,927) 
Bank overdrafts 6 (32,699} (29,030) 


13,219,945 11,370,113 


Others: 

Interest rate sensitivity analysis 

The sensitivity analyses below have been determined based on the exposure to interest rates for both 
derivative and non-derivative instruments at the balance sheet date, A 0,5% increase or decrease is used 
when reporting interest rate risk internally to key management personnel and represents management's 
assessment of the reasonably possible change in interest rates, 


Fixed Interest rate Variable Interest 
analysis rate analysis 
31 Dec 31 Dec 31 Dec 31 Dec 
2020 2019 2020 2019 
N'000 N'000 N'000 "000 
Increase in interest rate by 50 basis points 
(+0,5%) 66,100 49,110 (33,050) (24,555) 
Decrease in interest rate by 50 basis points 
{-0.5%) (66,100) (49,110) 33,050 24,555 
Impact of increase on: 
Pre-tax profit/(loss) 1,092,036 1,023,753 992,887 950,088 
Impact of decrease on: 
Pre-tax profit/(loss) 959,837 925,533 1,058,987 999,198 


The tax impact of interest rate movement is not included in the impact on shareholders equity as the 
final impact will depend on the tax status of the Company when it realises the impact of the interest rate 
results for tax purposes. 


Equity price risk management 

The Company is exposed to equity price risks arising from equity investments primarily from investments 
not held for unit-linked business. The shares included in financial assets represent investments in listed 
securities that present the Company with opportunity for return through dividend income and capital 
appreciation. 


46 


Royal Exchange General Insurance Company Limited 
(RC: 725727] 


Annual Report & Financial Statements 
For the year ended 31 December 2020 


Notes to the financial statements 


(ii) 


Equity investments designated as fair value through other comprehensive income (OCI) are held for 
strategic rather than trading purposes. The Company has no significant concentration of price risk. 
The carrying amounts of the Company’s equity investments are as follows: 


31 Dec 31 Dec 


2020 2019 

N'000 MOO 
Equity Securities; - unquoted (fair value through OCH 7{bii) 541,315 543,764 
Equity Securities; - quoted (fair value through profit or toss) 7 (bi) 756,657 666,176 


1,297,972 1,209,940 


Equity price sensitivity analysis 
The sensitivity analyses set out below show the impact of a 10% increase and decrease in the value of 
equities on profit before tax based on the exposure to equity price risk at the reporting date. 


31 De 31 Dec 
2020 2019 
N'O00 N'000 
1096 increase 129,797 120,994 
1096 decrease (129,797) (120,994) 
Impact of increase on: 
Pre-tax profit/(loss) 1,153,896 1,095,637 
Impact of decrease on: 
Pre-tax profit/(loss) 894,302 853,649 


The tax impact of interest rate movement is not included in the impact on shareholders equity as the 
final impact will depend on the tax status of the Company when it realises the impact of the interest rate 
results for tax purposes, 


Credit risk 

Credit risk is the risk of suffering financial loss, should any of the Company's customers, clients or market 
counterparties fail to fulfil their contractual obligations to the Company. Credit risk arises mainly from 
interbank, commercial and consumer loans and advances, and loan commitments arising from such 
lending activities, but can also arise from credit enhancement provided, such as credit derivatives (credit 
default swaps), financial guarantees, letters of credit, endorsements and acceptances. 


The Company is also exposed to other credit risks arising from investments in debt securities and other 
exposures arising from its trading activities (‘trading exposures’) including non-equity trading portfolio 
assets and derivatives as well as settlement balances with market counterparties and reverse repurchase 
agreements. 

Credit risk is the single largest risk for the Company's business; management therefore carefully manages 


its exposure to credit risk. The credit risk management and control are centralised in a credit risk 
management team which reports regularly to the Board of Directors and head of each business unit. 


Credit quality analysis 


Credit risk grading 
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The Company uses internal credit risk gradings that reflect its assessment of the probability of default of 
individual counterparties. The Company use internal rating models tailored to the various categories of 
counterparty. 


Borrower and loan specific information collected at the time of application (such as disposable income, 
and level of collateral for retail exposures; and turnover and industry type for wholesale exposures) is 
fed into this rating model. This is supplemented with external data such as credit bureau scoring 
information on individual borrowers. In addition, the models enable expert judgement from the Credit 
Risk Officer to be fed into the final internal credit rating for each exposure. This allows for considerations 
which may not be captured as part of the other data inputs into the model. 


The credit grades are calibrated such that the risk of default increases exponentially at each higher risk 
grade. For example, this means that the difference in the PD between an A and A- rating grade is lower 
than the difference in the PD between a B and B- rating grade. 


The following are additional considerations for each type of portfolio held by the Company: 


b Expected credit loss measurement 
IFRS 9 outlines a 'three-stage' model for impairment based on changes in credit quality since initial 
recognition as summarised below: 


(i) — A financial instrument that is not credit-impaired on initial recognition is classified in ‘Stage 1' and 
has its credit risk continuously monitored by the Company. 


(ii) If a significant increase in credit risk ('SICR') since initial recognition is identified, the financial 
instrument is moved to 'Stage 2' but is not yet deemed to be credit-impaired, Please refer to note 
b(i) below for a description of how the Company determines when a significant increase in credit 
risk has occurred. 


{iii} Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of 
lifetime expected credit losses that result from default events possible within the next 12 months. 
Instruments in Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime 
basis. Please refer to note b(iii) below for a description of inputs, assumptions and estimation 
techniques used in measuring the ECL. 


(iv) Purchased or originated credit-impaired financial assets are those financial assets that are credit- 
impaired on initial recognition. Their ECL is always measured on a lifetime basis (Stage 3). 


Further explanation ís also provided of how the Company determines appropriate entityings when ECL 
is measured on a collective basis. 


The following diagram summarises the impairment requirements under IFRS 9 (other than purchased or 
originated credit-impaired financial assets): 


Change in credit quality since initial recognition 


Stage 1 Stage 2 Stage 3 
[Initial recognition) (Significant increase in credit risk (Credit-impaired assets) 
since initial recognition) 
12 month expected credit losses Lifetime expected credit losses Lifetime expected credit losses 
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ti) 


(ii) 


Significant increase in credit risk 

The Company considers a financial instrument to have experienced a significant increase in credit risk 
when one or more of the following quantitative, qualitative or backstop criteria have been met: 
Quantitative criterla: 


Lifetime PD Assessment 
Changes in the lifetime PDs of exposures are evaluated and applied as one of the criterions for 
determining a significant increase in credit risk. 


The Entity determines a change in the lifetime PDs by comparing the remaining lifetime POs expected at 
initial recognition with the remaining lifetime PD at the reporting date. A lifetime PD threshold of 50% is 
used to assess changes for the determination of significant increase in credit risk. Exposures with changes 
above the preseleceted threshold are deemed to have experienced a significant increase in their credit 
risk. 


Credit risk grades 

The Company allocates each exposure to a credit risk grade based on a variety of data that is determined 
to be predictive of the risk of default and applying experienced credit judgement. Credit risk grades are 
defined using qualitative and quantitative factors that are indicative of risk of default, These factors vary 
depending on the nature of the exposure and the type of borrower, 


Significant increase in credit risk is also determined through the use of notch differences. 


Credit risk grades are defined and calibrated such that the risk of default occurring increases 
exponentially as the credit risk deteriorates so, for example, the difference in risk of default between 
credit risk grades 1 and 2 is smaller than the difference between credit risk grades 2 and 3, 


Each exposure is allocated to a credit risk grade at initial recognition based on available information about 
the borrower. Exposures are subject to ongoing monitoring, which may result in an exposure being 
moved to a different credit risk grade, The monitoring typically involves use of the following data. 


Qualitative criteria: 


(i) Significant adverse changes in business, financial and/or economic conditions in which the 
borrower operates 

(ii) Actual or expected forbearance or restructuring 

(iii) ^ Actual or expected significant adverse change in operating results of the borrower 

(ivy Employment Status (for loans only) 

(v) Early signs of cashflow/liquidity problems such as delay in servicing of trade creditors/loans (Days 
Past Due) 


The assessment of SICR incorporates forward-looking information and is performed Periodically at a 
portfolio level for all financial instruments held by the Company. The criteria used to identify SICH are 
monitored and reviewed periodically for appropriateness by the independent Credit Risk team. 


Backstop 
A backstop is applied and the financial instrument considered to have experienced a significant increase 
in credit risk if the borrower is more than 30 days past due on its contractual payments. 


Definition of default 
The Company considers a financia! asset to be in default which is fully aligned with the credit- 
impaired, when it meets one or more of the following criteria: 


Quantitative criteria 
The borrower is more than 90 days past due on its contractual payments, 
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Qualitative criteria 
The borrower meets unlikeliness to pay criteria, which indicates the borrower is in significant financial 


difficulty. These are instances where: 


(i) The horrower is in long-term forbearance 

(ii) The borrower is deceased 

{iii} The borrower is insolvent 

(iv) ` The borrower is in breach of financial covenant(s) 

(v) An active market for that financial asset has disappeared because of financial difficulties 

(vi) Concessions have been made by the lender relating to the borrower's financial difficulty 

(vii) Itis becoming probable that the borrower will enter bankruptcy 

(viii) Financial assets are purchased or originated at a deep discount that reflects the incurred credit 
losses. 


The criteria above have been applied to all financial instruments held by the Company and are consistent 
with the definition of default used for internal credit risk management purposes. The default definition 
has been applied consistently to model the Probability of Default (PD), Exposure at Default (EAD) and 
Loss given Default (LGD) throughout the Company's expected loss calculations. 


(ill) Measuring ECL — Explanation of inputs, assumptions and estlmation techniques 
The Expected Credit Loss (ECL) is measured on either a 12-month (12M) or Lifetime basis depending on 
whether a significant increase in credit risk has occurred since initial recognition or whether an asset is 
considered to be credit-impaired. Expected credit losses are the discounted product of the Probability of 
Default (PD), Exposure at Default (EAD), and Loss Given Default (LGD), defined as follows: 


(i) (i) The PD represents the likelihood of a borrower defaulting on its financial obligation (as per 
“Definition of default and credit-impaired” above), either over the next 12 months (12M PD}, or 
over the remaining lifetime (Lifetime PD) of the obligation. 


(ii) (ii) EAD is based on the amounts the Company expects to be owed at the time of default, over the 
next 12 months (12M EAD) or over the remaining lifetime (Lifetime EAD). For example, for a 
revolving commitment, the Company includes the current drawn balance plus any further amount 
that is expected to be drawn up to the current contractual limit by the time of default, should it 
occur. 


(ii) ^ii) Loss Given Default (LGD) represents the Company's expectation of the extent of loss on a 
defaulted exposure. LGD varies by type of counterparty, type and senicrity of claim and availability 
of collateral or other credit support. LGD is expressed as a percentage loss per unit of exposure at 
the time of default (EAD). LGD is calculated on a 12-month or lifetime basis, where 12-month LGD 
is the percentage of loss expected to be made if the default occurs in the next 12 months and 
Lifetime LGD is the percentage of loss expected to be made if the default occurs over the 
remaining expected lifetime of the loan. 


The ECL is determined by projecting the PD, LGD and EAD for each future month and for each Individual 
exposure or collective segment. These three components are multiplied together and adjusted for the 
likelihood of survival (i.e. the exposure has not prepaid or defaulted in an earlier month}, This effectively 
calculates an ECL for each future month, which is then discounted back to the reporting date and 
summed. The discount rate used in the ECL calculation is the original effective interest rate or an 
approximation thereof. 
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(iv) Forward-looking information incorporated in the ECL models 
The assessment of SICR and the calculation of ECL both incorporate forward-looking information. The 
Company has performed historical analysis and identified the key economic variables impacting credit 
risk and expected credit losses for each portfolio. 


These economic variables and their associated impact on the PD, EAD and LGD vary by financial 
instrument. Expert judgment has also been applied in this process. Forecasts of these economic variables 
(the “base economic scenario") are provided by the Company's Economics team on a quarterly basis and 
provide the best estimate view of the economy over the next five years, After five years, to project the 
economic variables out for the full remaining lifetime of each instrument, a mean reversion approach has 
been used, which means that economic variables tend to either a long run average rate (e.g. for 
unemployment) or a long run average growth rate (e.g. GDP) over a period of two to five years. 


The impact of these economic variables on the PD, EAD and LGD has been determined by performing 
statistical regression analysis to understand the impact changes in these variables have had historically 
on default rates and on the components of LGD and EAD. 


In addition to the base economic scenario, the Company's Economics team also provide other possible 
scenarios along with scenario weightings. The number of other scenarios used is set based on the analysis 
of each major product type to ensure non-linearities are captured. The number of scenarios and their 
attributes are reassessed at each reporting date. At 1 January 2019 and 31 December 2019, for all but 
two portfolios the Company concluded that three scenarios appropriately captured non-linearities. For 
portfolios [X] and [Y], the Company concluded that two additional downside scenarios were required. 
The scenario weightings are determined by a combination of statistical analysis and expert credit 
judgement, taking account of the range of possible outcomes each chosen scenario is representative of, 
The assessment of SICR is performed using the Lifetime PD under each of the base, and the other 
scenarios, multiplied by the associated scenario weighting, along with qualitative and backstop indicators 
(see note b(i)). This determines whether the whole financial instrument is in Stage 1, Stage 2, or Stage 3 
and hence whether 12-month or lifetime ECL should be recorded. Following this assessment, the 
Company measures ECL as either a probability weighted 12 month ECL (Stage 1), or a probability weighted 
lifetime ECL (Stages 2 and 3). These probability-weighted ECLs are determined by running each scenario 
through the relevant ECL model and multiplying it by the appropriate scenario weighting (as opposed to 
weighting the inputs). As with any economic forecasts, the projections and likelihoods of occurrence are 
subject to a high degree of inherent uncertainty and therefore the actual outcomes may be significantly 
different to those projected. The Company considers these forecasts to represent its best estimate of the 
possible outcomes and has analysed the non-linearities and asymmetries within the Company's different 
portfolios to establish that the chosen scenarios are appropriately representative of the range of possible 
scenarios. 


c Credit risk exposure 


Maximum exposure to credit risk — Financial instruments subject to impairment 

For ECL purposes, the bank's financial asset is segmented into sub-portfolios are listed below 

- Mortgage loans 

- Premium receivables 

- Intercompany receivables 

- |nvestment securities 

- Placements with other banks 

The following table contains an analysis of the credit risk exposure of financial instruments for which an 
ECL allowance is recognised, The gross carrying amount of financial assets below also represents the 
entity's maximum exposure to credit risk on these assets. 
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ECL staging 


Credit grade 
Investment grade 
Standard monitoring 
Special monitoring 
Default 

Gross carrying amount 


Loss allowance 
Carrying amount 


ECL staging 


Credit grade 
Investment grade 
Standard monitoring 
Gross carrying amount 


Loss allowance 


Carrying amount 


Stage 1 
12-month 
ECL 
#000 


98,614 


98,614 


(4,879) 
93,539 
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31 Dec 2020 31 Dec 2019 
Purchased credit- 
Stage2 Stage 3 impalred 
Lifetime Lifetime 
ECL ECL Total Total 
#000 wooo) #000 #000 #000 
98,614 42,327 
- - - 98,614 42,327 
(4,879) (4,879) 
- - - 93,539 37,448 


Investment Securities and Placements with other 


Stage 1 
12-month 
ECL 
#000 
12,879,373 
12,879,373 

(10,048) 


12,869,325 


banks 
31-Dec. 2020 31-Dec. 2019 


Purchased credit- 


Stage2 Stage? impaired 
Lifetime Lifetime 
ECL ECL Total Total 
4000 $000 Wooo $000 t'000 
12,879,373 10,708,565 
- - - 9,780 10,708,565 
(10,048) (2,171) 
- - - 12,869,325 10,706,395 


Maximum exposure to credit risk — Financial instruments not subject to impairment 
The following table contains an analysis ofthe maximum credit risk exposure from financial assets not subject 


to impairment (i.e. FVTPL): 


Trading assets 

* Debt Securities 

e Derivatives 
Equity Investment 


Financial assets designated at fair value 


* Debt securities 


* Loans and advances to customers 


Total exposure 


Maximum 
exposure 
to credit 
risk 
N'000 
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Investment securities 

The entity holds investment securities measured at amortised cost with a carrying amount of 893.5 
million and at FVTOCI with a carrying amount of #4,671.8 million. The investment securities held by the 
entity are sovereign bonds and corporate bonds, which are not collateralised. 


d Lass allowance 
The loss allowance recognised in the period is impacted by a variety of factors, as described below: 


- Additional allowances for new financial instruments recognised during the period, as well as releases 
for financial instruments de-recognised in the period; 

- Impact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period, arising from 
regular refreshing of inputs to models; 
Discount unwind within ECL due to the passage of time, as ECLis measured on a present value basis; 

- Foreign exchange retranslations for assets denominated in foreign currencies and other movements; 
and 

- Financial assets derecognised during the period and write-offs of allowances related to assets that 
were written off during the period (see note ii(e)). 


e Write-off policy 
The entity writes off financial assets, in whole or in part, when it has exhausted all practical recovery 
efforts and has concluded there is no reasonable expectation of recovery. Indicators that there is no 
reasonable expectation of recovery include (i) ceasing enforcement activity and (ii) where the entity's 
recovery method is foreclosing on collateral and the value of the collateral is such that there is no 
reasonable expectation of recovering in full, 


f Modification of financial assets 
The entity sometimes modifies the terms of loans provided to customers due to commercial 
renegotiations, or for distressed loans, with a view to maximising recovery. 


Such restructuring activities include extended payment term arrangements, payment holidays and 
payment forgiveness. Restructuring policies and practices are based on indicators or criteria which, in the 
judgement of management, indicate that payment will most likely continue, These policies are kept under 
continuous review, Restructuring is most commonly applied to term loans. 


The risk of default of such assets after modification is assessed at the reporting date and compared with 
the risk under the original terms at initial recognition, when the modification is not substantial and so 
does not result in derecognition of the original asset (refer to notes 3(d)(iv)). The entity monitors the 
subsequent performance of modified assets. The entity may determine that the credit risk has significantly 
improved after restructuring, so that the assets are moved from Stage 3 or Stage 2 (Lifetime ECL) to Stage 
1(12-month ECL). This is only the case for assets which have performed in accordance with the new terms 
for six consecutive months or more. 


The entity continues to monitor if there is a subsequent significant increase in credit risk in relation to 
such assets through the use of specific models for modified assets. 


g Financial assets based on credit risk 
The Company has adopted a policy of dealing with creditworthy counterparties and obtaining sufficient 
collateral where appropriate, as a means of mitigating the risk of financial loss from defaults. The 
Company transacts with entities that have an investment grade rating and above. 


This information is supplied by independent rating agencies, where available, and if not available, the 


Company uses other publicly available financial information and its own trading records to rate its major 
policyholders and reinsurers 
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The Company’s exposure and the credit ratings of its counterparties are continuously monitored and the 
aggregate value of transactions concluded is spread amongst approved counterparties. Credit exposure 
is controlled by counterparty limits that are reviewed and approved by the risk management committee 
periodically. 


The credit risk on liquid funds and other near cash financial instruments is limited because the 
counterparties are banks with high credit-ratings assigned by international credit-rating agencies. 


The majority of debt securities are investment grade and the company has very limited exposure to sub- 
standard credits. 


Reinsurance assets are reinsurers’ share of outstanding claims and reinsurance receivables. They are 
allocated below on the basis of ratings for claims paying ability. 


Loans and receivables from policyholders, agents and intermediaries generally do not have a credit rating. 


The following table shows aggregated credit risk exposure for assets with external credit ratings:- 


Maximum exposure to credit risk — Financial instruments not subject to impairment 
The following table contains an analysis of the maximum credit risk exposure from financial assets not 
subject to impairment (i.e. FVTPL): 
Maximum exposure 
to credit risk 
N'O00 
Trading assets 
* Debt Securities - 
* Derivatives - 
Equity Investment - 
Financial assets designated at fair value - 
* Debt securities - 
* Loans and advances to customers - 
Total exposure - 


Investment securities 


The entity holds investment securities measured at amortised cost with a carrying amount of N93,735 
million and at FVTOCI with a carrying amount of N4.288 billion. The investment securitíes held by the 
entity are sovereign bonds and corporate bonds, which are not collateralised. 


d  Lossallowonce 
The loss allowance recognised in the period is impacted by a variety of factors, as described below: 


- Additional allowances for new financial instruments recognised during the period, as well as releases 
for financial instruments de-recognised in the period; 

-  |mpact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period, arising from 
regular refreshing of inputs to models; 

- Discount unwind within ECL due to the passage of time, as ECL is measured on a present value basis; 

- Foreign exchange retranslations for assets denominated in foreign currencies and other movements; 


and 
- A Financial assets derecognised during the period and write-offs of allowances related to assets that 


were written off during the period (see note mei), 
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e  Write-off policy 
The entity writes off Financial assets, in whole or in part, when it has exhausted all practical recovery 
efforts and has concluded there is no reasonable expectation of recovery. Indicators that there is no 
reasonable expectation of recovery include (i) ceasing enforcement activity and (ii) where the entity's 
recovery method is foreclosing on collateral and the value of the collateral is such that there is no 
reasonable expectation of recovering in full. 


f Modification of financial assets 
The entity sometimes modifies the terms of ioans provided to customers due to commercial 


renegotiations, or for distressed loans, with a view to maximising recovery. 


Such restructuring activities include extended payment term arrangements, payment holidays and 
payment forgiveness. Restructuring policies and practices are based on indicators or criteria which, in the 
judgement of management, indicate that payment will most likely continue. These policies are kept under 
continuous review. Restructuring is most commonly applied to term loans. 


The risk of default of such assets after modification is assessed at the reporting date and compared with 
the risk under the original terms at initial recognition, when the modification is not substantial and so 
does not result in derecognition of the original asset (refer to notes 3(d)(iv)). 

The entity monitors the subsequent performance of modified assets. The entity may determine that the 
credit risk has significantly improved after restructuring, so that the assets are moved from Stage 3 or 
Stage 2 (Lifetime ECL) to Stage 1 (12-month ECL). This is only the case for assets which have performed in 
accordance with the new terms for six consecutive months or more. 


The entity continues to monitor if there is a subsequent significant increase in credit risk in relation to 
such assets through the use of specific models for modified assets. 


E Financial assets based on credit risk 
The Company has adopted a policy of dealing with only creditworthy counterparties and obtaining 
sufficient collateral where appropriate, as a means of mitigating the risk of financial loss from defaults. 
The Company transacts with only entities that have an investment grade rating and above. 


This information is supplied by independent rating agencies, where available, and if not available, the 
Company uses other publicly available financial information and its own trading records to rate its major 
policyholders and reinsurers 


The Company's exposure and the credit ratings of its counterparties are continuously monitored and the 
aggregate value of transactions concluded is spread amongst approved counterparties. Credit exposure 
is controlled by counterparty limits that are reviewed and approved by the risk management committee 
periodically. 


The credit risk on liquid funds and other near cash financial instruments is limited because the 
counterparties are banks with high credit-ratings assigned by international credit-rating agencies. 


The majority of debt securities are investment grade and the company has very limited exposure to sub- 
standard credits. 


Reinsurance assets are reinsurers' share of outstanding claims and reinsurance receivables. They are 
allocated below on the basis of ratings for claims paying ability. 


Loans and receivables from policyholders, agents and intermediaries generally do not have a credit rating. 


The following table shows aggregated credit risk exposure for assets with external credit ratings:- 
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Notes to the financial statements 


Royal Exchange General Insurance Company Limited 


(RC: 725727) 


Annual Repart & Financial Statements 
far the year ended 31 December 2020 


The concentration of non-life insurance by the location of the underlying risk is summarised below by 


reference to liabilities. 


Gross 
31-Dec. 31-Dec. 
2020 2019 
#'000 N'000 


Non-life insurance 
- Within Nigeria 
- Outside Nigeria 


4,042,104 4,591,292 


4,042,104 4,591,292 


Reinsurance 


31-Dec. 31-Dec. 
2020 2019 
N'000 N'000 
1,744,049 2,235,297 


1,744,049 2,235,297 


Net 
31-Dec. 31-Dec. 
2020 2019 
#'000 N'000 


2,298,055 2,355,996 


2,298,055 2,355,996 


The concentration of non-life insurance by type of contract is summarised below by reference to 


liabilities. 


Fire 
Accident 
Motor 
Marine 

Oil and Gas 
Engineering 
Bond 

Agric 


Outstanding Claims 
(IBNR & reported) 
Fire 

Accident 

Motor 

Marine 

Oil and Gas 
Engineering 

Bond 

Agric 

Total 


Unexpired Risk 
Fire 

Accident 
Motor 

Marine 

Oil and Gas 
Engineering 
Bond 

Agric 

Total 


Gross 
31-Dec. 31-Dec. 
2020 2019 
N'000 N'000 
882,033 1,512,891 
487,251 549,133 
742,766 786,598 
409,842 305,048 
1,225,670 1,279,499 
194,860 119,812 
11,884 13,386 
87,798 24,925 
4,042,104 4,591,292 
Gross 
31-Dec. 31-Dec. 
2020 2019 
N'O00 N'000 
628,244 1,250,012 
327,144 465,922 
334,395 361,054 
146,526 148,683 
815,399 948,879 
114,181 90,916 
11,779 12,124 
79,490 - 
2,457,157 3,277,592 
Gross 
2020 2019 
N'000 N'000 
253,789 262,880 
160,107 83,210 
408,371 425,544 
263,316 156,365 
410,271 330,620 
80,679 28,895 
105 1,262 
8,308 - 


1,584,946 1,288,774 
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Reinsurance 


31-Dec. 31-Dec. 
2020 2019 

N'000 $000 
544,473 1,007,057 
82,691 92,812 
70,066 66,391 
122,263 97,420 
720,266 827,947 
146,936 133,217 
5,942 6,706 
48,477 3,747 


1,741,113 2,235,297 


Reinsurance 
31-Dec. 31-Dec. 

2020 2019 

N'000 N'000 
461,615 919,560 
51,016 68,719 
50,743 50,920 
44,360 58,589 
547,793 621,890 
81,155 64,244 
5,889 5,996 
49,573 - 


1,292,144 1,789,917 


Reinsurance 


2020 2019 

N'ODO N'000 
82,858 107,119 
31,675 55,338 
19,324 18,830 
77,903 23,994 
172,473 252,657 
65,781 81,717 
53 1,748 
450,065 541,403 


Net 
31-Dec. 31-Dec. 
2020 2019 
N'000 N'000 
337,560 505,835 
404,560 456,321 
672,700 720,207 
287,579 207,628 
505,404 451,552 
47,924 (13,405) 
5,942 6,680 
39,322 21,178 
2,300,991 2,355,996 
Net 
31-Dec. 31-Dec. 
2020 2019 
N'000 #'000 
166,629 330,452 
276,128 397,203 
283,652 310,134 
102,165 90,095 
267,606 326,989 
33,026 26,673 
5,889 6,129 
29,917 H 
1,165,012 1,487,673 
Net 
2020 2019 
N'000 N'000 
170,931 155,760 
128,432 27,872 
389,048 406,714 
185,414 132,370 
237,798 77,963 
14,898 (52,821) 
53 {486) 
8,308 - 
1,134,881 747,372 


Royal Exchange General Insurance Company Limited 
(RC: 725727) 


Annual Report 8 Financial Statements 
For the year ended 31 December 2020 
Notes to the financial statements 


Reserving Methods and Assumptions 
To ensure the estimates calculated are not biased by the underlying assumptions of the model chosen, 
four different deterministic methods method were considered. 


a Chain ladder Method 
i The Basic Chain Ladder Method (BCL ) 

The Basic Chain Ladder method forms the basis to deterministic reserving methods explained below. 
For each class of business, historical paid claims were grouped into accident year cohorts- 
representing when they were paid after their accident year. These cohorts form the development 
triangles. Each accident years, paid years, paid claims were accumulated to the valuation date and 
projected to the valuation date and projected into thé future to attain the expected ultimate claim 
arising in the year. This assumes the trends observed in the historical data will continue. The gross 
claim reserve is calculated as the difference between the cummulated paid claims and the estimated 
ultimate claims. 


ii ^ The Inflation Adjusted Chain Ladder Method (IACL): 
Under this method, the historica! paid losses were adjusted to allow for inflation to the valuation 
date using the corresponding inflation index in each of the accident years. The inflation adjusted 
claims were then treated similarly to the Basic Chain Ladder described above. The projected 
incremental paid claims are then inflated based on our future inflation assumption to the expected 
future payment date. 


Discounted Basic Chain Ladder (BCL) and inflation Adjusted Basic Chain Ladder (BCL) and inflation 
ii ` Adjusted Basic Chain Ladder (IABCL) 

Historica! claims paid were grouped into 10 years cohorts-representing when they were paid after 

the underwriting year. This is the discounted form of the BCL and IABCL. in determining the value, 

the future expected cash flow for claim payments is discounted to present day terms using our 

assumed discount rate. 


b Loss Ratio Method 
Under this method the ultimate claims is obtained by studying the historical loss ratios, investigating any 
differences and using judgements to derive a loss ratio. Paid claims already emerged were deducted from 
the estimated Ultimate claims to obtain the reserves. 


c Bornhuetter-Ferguson Method 
This method combines the estimates attained from the Chain Ladder and Loss Ratio methods, The BF 
methods takes a weighted average of the two estimates, where the weights are related to the number of 
claims already reported. Therefore, the more past information there is available, the higher the weighting 
given to the chain ladder estimate. 


d Frequency and Severity Method 
This method investigates the trend of the claim frequency and average cost per claim for each accident 
year. An average of the fully run off accident years was used as a guide on the ultimate claim frequency 
and ultimate average cost which was then adopted for the accident years that are not fully run off. 


Method selected-Discounted IABCL 

The IBNR reserves are determined using deterministic calculations which provide a "best estimate" of the 
reserve. The "best-estimate" is determined by applying a combination of the Chain Ladder("CL) and 

the Bornhuetter-Ferguson ("BF") methods to attritional paíd claims triangles. The combination between 
a CL and BF methods aims to reflect the reliability of information when estimating the IBNR. 


For earlier accident years, where the development is reasonably mature, a CL approach was used which 
relied more heavily on the data to set the ultimate level of claims. 
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(c) 


For later accident periods where there still exists a large degree of uncertainty about the ultimate level of 
claims and the reported to date is a less reliabie estimate of the ultimate loss, a BF method is used which 
makes use of an estimate of the ultimate loss ratio. 


Assumptions underlying the Valuation Methods 


i Claims occur uniformly throughout the year for each class of business. This implies that claims occur 
on an average halfway through year 

ii Future claims follow a regression pattern from the historical data. Hence, payment patterns will be 
broadly similar in each accident year. The proportionate increase in the known cumulative payments 
from one. 

ili Development year to the next is used to calculate the expected cumulative payments for the future 
development period. 

iv An implicit assumption of the chain ladder is that weighted past average inflation will remain 
unchanged into the future, 

v We assume gross claim amount includes all related claim expenses. If this is not the case, the 
Company will hold a separate reserve to cover claim expenses. 

vi The UPR is calculated on assumption that the risk will occur evenly during the duration of the policy. 

vii Under the Average Cost per claim method used in estimating large losses, the Company assumed 
the early years (e.g. accident years 2007, 2008) are fully developed. 


The run off period is ten (10) years and hence the method assumes no more claims will be paid 
subsequently. 


Capital Management 

The Company's capital management framework is primarily based on statutory risk-based capital and 
solvency margin measures. The Company manages its capital to ensure that it continues as a going 
concern and complies with the regulators' capital requirements while maximizing the return to 
stakeholders through the optimization its equity balance, The capital structure of the company consists of 
equity attributable to equity holders of the company, comprising issued capital, reserves and retained 
earnings. Reinsurance is also used as part of capital management. 


The regulatory capital (as required under Insurance Act 2003 and NAICOM Guideline) within the Company 
has been maintained and preserved over the reporting periods. The minimum regulatory capital for 
general insurers in Nigeria is N3billion, 


The Company equally measures its capital using an economic capital model which is the Company's own 
assessment of the amount of capital it needs to hold and takes into account both financial and non- 
financial assumptions. In most cases the internally required capital is determined by the application of 
percentages to premiums, claims, reserves and expenses. 


The Company fully complied with all externally imposed capital requirements throughout the year and this 
Solvency requirement was revalidated by HR Nigeria Ltd, the Company's Consultant Actuary in 2020 
Actuarial Valuation Report. 


The objectives, policies and processes for managing capital were unchanged. Under our capital 
management policy approved by the Board of Directors, the Managing Director and the Chief 
Financial Officer are authorized to approve capital actions on behalf of the company and to further 
delegate authority with respect to capital actions to appropriate officers. Any capital commitment that 
exceeds the authority granted to senior management is separately authorized by the Board. 
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The table below sets out the capital that is managed by the Company on an IFRS and regulatory basis: 


The Insurance Act 2003 (Section 24) prescribed that an insurer shall in respect of its business other than 
life insurance business, maintain a margin of solvency being the excess of the value of its admissible assets 
in Nigeria over its liabilities in Nigeria. 


The solvency margin, which is determined as the excess of admissible assets over total liabilities shall not 
be less than 15% of the gross premium income less reinsurance premiums paid out during the year under 
review or the minimum paid up capital, whichever is greater, 


Solvency margin computation 


The company's solvency position is as follows: 
31-Dec. 2020  31-Dec. 2019 


Admissible Assets N'000 N'000 N'000 N'O00 
Total Inadmissible Admissible 
Cash and cash equivalents 9,777,898 922,115 8,855,782 10,619,459 
Financial assets: 
- At fair value through profit or loss 756,657 - 756,657 666,176 
- At fair value through other 
comprehensive income 4,288,656 - 4,288,656 701,340 
- Amortised cost 93,735 - 93,735 44,674 
Trade receivables 69,468 - 69,468 53,837 
Reinsurance assets 1,744,049 - 1,744,049 2,235,297 
Deferred acquisition cost 225,256 - 225,256 162,488 
Other receivables: 1,218,453 1,218,453 - 141,998 
Investment in associates 453,145 453,145 449,521 
Right of use asset 71,472 71,472 76,895 
Investment properties 3,856,706 2,085,365 1,771,341 2,147,823 
Property and equipment(L&B) 1,034,703 - 1,034,703 - 
Property and equipment(EXCL L&B) 96,081 96,081 30,058 
Statutory deposit 340,000 340,000 340,000 
Employees benefits assets 257,168 257,168 295,649 
A 24,283,447 5,260,638 19,022,309 17,965,216 
Less; Admissible liabilities 
Insurance liabilities 4,042,104 4,042,104 4,591,292 
Bank overdrafts 32,699 32,699 29,030 
Deferred income 138,244 138,244 109,332 
Trade and other payables 7,739,026 7,739,026 5,998,661 
Provision and other payables 1,109,902 1,109,902 734,950 
Finance lease obligations 55,703 55,703 63,927 
Current income tax liabilities 388,492 388,492 293,034 
Employees benefits obligations 26,893 26,893 24,750 
Deferred tax liabilities 528,144 528,144 > - 
B 14,061,207 528,144 13,533,063 11,844,975 
Solvency margin (A-B) 10,222,240 4,732,494 5,489,746 6,120,241 
Minimum paid up capital 3,000,000 3,000,000 3,000,000 
Net premium 5,275,791 - 
15% of Net premium 791,369 - 
Excess/ (Deficit) solvency margin 7,222,240 2,489,746 3,120,241 


The company’s solvency margin of N5,489,746,000 (2019: N6,120,241,000) is above the minimum paid 
up capital of N3,000,000,000 (2019: N3,000,000,000) prescribed by the Insurance Act of Nigeria. 


67 


Notes to the financial statements 


(d) Financial assets and liabllities 


Accounting classification, measurement basis and fair values 
The table below sets out the Company’s classification of each class of financial assets and liabilities, and their fair values, 


31 December 2020 


Cash and cash equivalents 

Financial assets 

Trade receivables 

Other receivables less prepayments 
Statutory deposits 

Reinsurance assets 


Bank overdrafts 
Trade payables 
Other liabilities 


31 December 2019 


Cash and cash equivalents 

Financial assets 

Trade receivables 

Other receivables less prepayments 
Statutory deposits 

Reinsurance assets 


Bank overdrafts 
Trade payables 
Other liabilities 


Notes 


20 
21 


Notes 


20 
21 


Royal Exchange General Insurance Company Limlted 





Financial 

assets at Designated 

amortised at falr 

cost value 

N'000 Non 
9,777,898 - 
93,735 756,657 
69,468 - 
340,000 E 
1,252,145 - 
11,573,245 756,657 
Designated 

Loans and at fair 

receivables value 

#'000 #'000 
10,619,459 - 
44,674 666,176 
53,837 - 
(14,807) - 
340,000 - 
1,793,731 - 
12,836,895 666,176 
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Other 
financial 
liabllities 

at 
amortised 
cost 

Won 


32,699 
7,739,026 
1,109,902 


8,381,628 


Other 
financial 
liabilities 

at 
amortised 
cost 
$000 


29,030 
5,998,661 
734,950 


6,762,640 


Total 
carrying 
amount 

#'000 


9,777,898 
850,392 
69,468 
340,000 
1,292,145 


12,329,903 


32,699 
7,739,026 
1,109,902 


8,881,628 


Total 
carrying 
amount 

#'000 


10,619,459 
710,850 
53,837 
(14,807) 
340,000 
1,793,731 


13,503,071 
29,030 
5,998,661 
734,950 


6,762,640 


Fair value 
N'O00 


9,777,898 
850,392 
69,468 
340,000 
1,292,145 


12,329,903 


32,699 
7,739,026 
1,109,902 


8,881,628 


Fair value 
wooo 


10,619,459 
710,850 
53,837 
(14,807) 
340,000 
1,793,731 


13,503,071 
29,030 
5,998,661 
734,950 


6,762,640 
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Flaj(ii) 


7(bi) 


7ibii) 


31-Dec 31-Dec 
2020 2019 
N'DOO N'000 

Cash and cash equivalents 
Cash 884 739 
Bank balances 664,669 1,253,340 
Short-term deposits (including demand and time deposits) 9,112,721 9,367,071 
ECL Impairment loss on short-term deposit (376) (1,691) 
Cash and cash equivalents (as per statement of financial position) 9,777,898 10,619,459 
Bank overdrafts (32,699) (25,030) 
Cash and cash equivalents (as per statement of cash flows) 9,745,199 10,590,429 


Short-term deposits are made for varying periods of between one day and three months depending 
on the immediate cash requirements of the Company. All deposits were subject to an average variable 
interest rate of 8% (2019: 12%). 


31-Dec 31-Dec 
2020 2019 
N'000 N'000 
Financial assets 

Fair value through other comprehensive income (FVOCI) (see note 
7(bMii) below 4,288,656 701,340 
Fair value through profit or loss (FVTPL) (see note 7(bj(i) below 756,657 666,176 
Loans and receivables at amortised cost (see note 7{ c] below 93,735 44,674 
Total financial assets 5,139,048 1,412,190 
Within one year 193,500 50,591 
More than one year 4,945,548 1,361,599 
5,139,048 1,412,190 


The company's investments in unlisted equities are carried at fair value in line with IFRS 9 and IFRS 
13. Quoted investments are carried at fair value with the changes recognised in profit or loss. 


31-Dec 31-Dec 
2020 2019 
N'O00 N'o00 
Fair value through profit or loss (FVTPL) 

Quoted equities 756,657 666,176 

Fair value through other comprehensive income (FVOCI) 
Federal Government bonds 3,563,512 114,886 
Treasury bills 193,500 43,365 
Unquoted equities 541,315 543,764 
ECL Impairment (9,671) (675) 


4,288,656 701,341 
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(c) 


7(d) 


Financial assets at amortised cost 


Staff mortgage loans 
Placements 
ECL Impairment 
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The movement in financial assets are summarized as follows:- 


2020 

As at 1 January 

Additions/(Recoveries) during the year 
Interest accrued 

Disposal (sales & redemptions) 


Impairment write-back/(allowance) for the year - 


Fair value gain recognised in profit or loss 


As at 31 December 


2019 

As at 1 January 

Additions/(Recoveries) duríng the year 
Interest accrued 

Disposal (sales & redemptions) 

Impairment write-back/(allowance) for the 
year 

Fair value losses recognised in profit or loss 
Fair value losses recognised in OCI 


As at 31 December 


31-Dec 31-Dec 
2020 2019 
N'OOO N'o00 
98,614 42,327 
- 7,226 
(4,879) (4,879) 
93,735 44,674 
31-Dec. 2020 
Fair value Financlal Fair value 
through assetsat through other 
profit or amortised comprehensive 
loss cost income Total 
N'000 N'000 N'000 #'000 
666,175 44,674 701,341 1,412,190 
25,352 118,105 4,226,639 4,370,096 
- 6,409 239,050 245,459 
(56) (75,453) (1,164,755) (1,240,264) 
(8,996) (8,996) 
65,186 - 295,377 360,563 
756,657 93,735 4,288,656 5,139,048 
31-Dec. 2019 
Fair value Financial Fair value 
through assetsat through other 
profitor amortised comprehensive 
loss cost income Total 
N'000 #000 N'000 N'O00 
781,688 93,407 547,584 1,422,679 
7,254 (60,349) 75,172 22,077 
102 24,680 24,782 
(84,948) (84,948) 
11,514 (479) 11,036 
(122,766) - - (122,766) 
139,331 139,331 
666,175 44,674 701,341 1,412,190 
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Sia) 


8(a)(i) 


(b) 


(b)(i) 


31-Dec 31-Dec 
200-209 

Trade receivables N'000 N'000 
Due from agents (see note 8(a) below) 69,468 - 
Due from co-insurers (see note 8(b) below) - 53,837 

69,468 53,837 
Within 30 days 69,468 53,837 
Above 30 days - - 

69,468 53,837 
The analysis of due from agents is as follows: 
Gross receivable from agents 178,776 129,453 
Impairment allowance (see note 8a(i) below) (109,308) (129,453) 


69,468 - 


The movements in impairment allowance on amount due fram agents is analysed below; 


At 1 January 129,453 187,502 
Recovery made during the year (20,146) (58,049) 
At 31 December 109,306 129,453 


Recovery relates to receipt on trade premium receivables from agents during the year 


Due from co-insurers 


Reinsurance receivables 843,743 619,463 
Less; Impairment allowance (see note (8b)(i) below) (843,743) (565,626) 
- 53,836 


The movements in impairment allowance on reinsurance receivables is analysed below; 


At 1 January 565,626 353,706 
Allowance made during the year 278,117 211,920 
At 31 December 843,743 565,626 


The impairment allowance relates to long outstanding balances due from co/re-insurer as at 31st 
December, 2020 


Reinsurance assets 


Prepaid reinsurance premium ( see note 9(a)) 451,905 441,565 
Reinsurers' share of claims expenses outstanding ( see note 9(b)) 586,681 1,057,893 
Reinsurers' share of incurred but not reported claim ( see note 9(c)) 705,463 735,839 


1,744,049 2,235,297 
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(a) 


(b) 


(e) 


(d) 


The movement in prepaid reinsurance premium is shown below: 


At 1 January 
Movement during the year (see note 31) 


At 31 December 


The movement in reinsurer's share of outstanding claims is shown below: 
At 1 January 
Movement during the year 


At 31 December 


The movement in reinsurer's share of incurred but not reported claim is 
shown below: 


At 1 January 
Movement during the year ( see note 33(c]) 


At 31 December 
Analysis of reinsurance assets by business classes are as follows: 


Fire 

General Accident 
Motor 

Marine 

Oil & Gas 
Engineering 
Bonds 

Agric 


Within one year 
More than one year 


Reinsurance assets are valued after an allowance for their recoverability. 
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31-Dec 
2020 
#'000 
441,565 
10,340 


451,905 


1,057,893 
(471,212) 


586,681 


735,839 
(30,376} 


705,463 


544,473 
82,691 
70,066 

122,263 

720,266 

146,936 

5,942 
48,477 


1,741,114 


1,741,114 


1,741,114 


31-Dec 
2019 
N'000 
541,404 
(99,839) 


441,565 


1,867,130 
(809,237) 


1,057,893 


301,299 
434,540 


735,839 


1,007,057 
92,812 
66,391 
97,420 

827,947 
133,217 
6,706 
3,747 


2,235,297 


2,235,297 


2,235,297 
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10 


(a) 


Deferred acquisition cost 
This represents the unexpired portion of the commission paid to brokers and agents as at the reporting 
date. 


31 Dec 31 Dec. 
2020 2019 
N'000 N'O00 
At 1 January 162,489 217,457 
Additions in the year 2,034,808 — 1,780,509 
Amortization in the year (1,972,041) (1,835,477) 
At 31 December - 225,256 162,489 
Analysis of deferred acquisition cost by class of insurance are as follows: 
Fire 40,838 40,384 
Accident 27,010 12,726 
Motor 24,836 21,227 
Marine and aviation 34,288 16,903 
Oil & Gas 82,270 65,987 
Engineering 15,218 5,010 
Bond 7 251 


Agric 787 - 


225,256 162,488 
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11(a) 


11(b) 


11bli) 


11{c) 


11 (c Nii) 


31-Dec. 31-Dec. 


2020 2019 
Intercompany receivables N'O00 N'ODO 
Royal Exchange Healthcare Ltd 52,497 57,652 
Royal Exchange PLC 571,812 - 
ECL Impairment: intercompany receivables (51,881) (51,881) 
At 31 December 572,428 5,772 


The amount receivable from its Royal exchange healthcare limited represents the intra-group 
funding advanced to her by the Company for its operational activities. The intercompany balances 
do not attract any interest charges. There was no redefined repayments terms and the amounts are 
realised in cash and /or by offsetting with other payables to the Company. Impairment allowance 
relates to Royal Exchange Healthcare Limited outstanding receivables. Outstanding receivable ages 
above 365 days and recoverable is doubtful considering other macro-economic variables. 

Royal Exchange Healthcare Limited has repayment plan that is effective 2021 to offset the 
outstanding due to Royal Exchange General Insurance Company Limited. 


31-Dec. 31-Dec. 


Accrued Investment Income 2020 2019 
Dividend receivables 26,635 34,908 
Impairment allowance (26,635) (19,827) 
At 31 December - 15,081 


The movements in impairment allowance on dividend receivable is 
analysed below 


At 1 January 19,827 - 
Allowance made during the year 6,808 19,827 
At 31 December 26,635 19,827 


impairment allowance relates to dividend income accrued on various quoted equities, Accrued, 
dividend income ages above 365 days and recoverability is doubtful. 


31-Dec. 31-Dec. 


Sundry Receivables 2020 2019 
Other receivable (see11(c)(i) below 698,801 956,366 
Accrued rental Income 18,575 18,575 
Staff loans and other debtors 66,499 66,452 


783,875 1,041,393 


Impairment on other receivables (see 11(c)(ii) below) (766,753) (766,753) 
17,122 274,641 


Other receivable breakdown is shown below: 


Receivable from Royal Exchange Plc - 249,534 
Security Holding 27,079 27,079 
Due from REA Property 16,761 16,761 
Receivable from Legacy Company's Bank(Phonix and Apico) 624,029 624,029 
WHT Receivable 27,726 38,962 
Others 3,206 - 


698,801 956,365 


The movement in impairment allowance on other receivable is 
analysed below: 


At 1 January 781,560 781,560 
Write back of other receivables - (14,807) 
At 31 December 766,753 766,753 
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11(d) 


11(e) 


Security holding trust account relates to amounts receivable from Security Holding Trust in respect of 
an investment in a proposed staff share incentive scheme which is a subject of litigation in suit 
FHC/L/CS/5479/08 in which Royal Exchange Plc is a defendant, Assets in cash dividends of 
N100,61 million (2019: N228.61 million) and ordinary shares of Royal Exchange Plc with market value 
of N500 million (2019: N500 million) as at 31 December 2020 are being held as guarantee that value 
will not be lost. The above matter was slated for April 14*, 2021, hearing did not hold because of the 
on-going strike by the judiciary workers. 


31-Dec. 31-Dec. 


Prepayment 2020 2019 
N'000 N'000 
Prepaid furniture allowance 27,669 30,835 
Prepaid rent allowance 37,994 41,655 
Prepaid staff benefit 57,022 10,777 
Prepaid expenses 6,218 3,702 


128,903 86,974 


The movements in prepayment is analysed below; 


At 1 January 86,974 105,318 
Amortisations to P&L (273,659) (187,824) 
Additions 315,588 169,480 
At 31 December 128,903 86,974 
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(a) 


(b) 


{b)(i} 


Investment In associates 


(RC: 725727) 


Annual Report & Financial Statements 
For the year ended 31 December 2020 


The movement in balances of investment in equity accounted investee are as shown below; 


2020 

At 1 January 

Share of current year other comprehensive income 
Share of current year profit or loss 


At 31 December 


2019 

At 1 January 

Share of current year other comprehensive income 
Share of current year profit or loss 


At 31 December 


An analysis of investment in associates as at year end is as shown below 


Name of entity 


Royal Exchange Healthcare Limited (see note (b)(i) below] 
CBC EMEA Limited (see note 12(b)(ii} below) 


At 31 December 


CBC 
EMEA 
N'000 

227,221 


227,221 
(877) 


226,344 


CBC 
EMEA 
N'000 

213,297 


213,297 
13,924 


227,221 


REHL 
N'000 
222,300 
16,927 


239,227 
(12,426) 


226,801 


REHL 
#000 
219,484 
2,643 


222,127 
173 


222,300 


Value 
of 
equities 
N'000 
226,801 
226,344 


453,145 


TOTAL 
N'000 
449,521 
16,927 


466,448 
(13,303) 


453,145 


TOTAL 
N'000 
432,781 
2,643 


435,424 
14,097 


449,521 


Percentage 
holding 

96 

3396 

2696 


This represents the Company's investment in the ordinary shares of Royal Exchange Healthcare Limited 
("REHL"), a company incorporated in Nigeria. Royal Exchange Healthcare Limited is owned by three (3) entities 
(i.e. Royal Exchange Plc which holds 3096, Royal Exchange General Insurance which holds 3396 and Royal 


Exchange Prudential life Plc which holds 3796). 


Royal Exchange Prudential Life Plc is wholly owned by Royal Exchange Plc while Royal Exchange General 


Insurance is jointly owned by Royal Exchange Plc and Insuresilience Investment Fund. 


The investee company has a 31 December year end. 
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(b)(ii) 


The summarised financial information of the entities are as set out below: 


REHL 


Percentage ownership interest 
Non-Current Assets 

Current Assets 

Non-Current Liabilities 

Current Liabilities 

Net assets 

Company's share of net assets 
Net premium income 

Total underwriting expenses 
Net other income 


Total expenses 


Profit before tax from continuing operations 
Taxation 


Profit after tax from continuing operations 
Other comprehensive income net of tax 

Total comprehensive income 

Company's share of total comprehensive income 


Company's share of other comprehensive income 


Company's share of profit 


31-Dec 
2020 
24000 
33% 


583,033 
442,803 
(31,710) 
413,585 


1,407,712 
464,545 
217,382 

(241,887) 

71,573 
(84,718) 


(37,650) 


(37,650) 
51,287 
13,637 

4,500 
16,927 


(12,426) 


31-Dec 
2019 
N'000 
334 


582,765 
380,119 
(31,710) 
364,269 
1,295,442 
427,496 
320,287 
(275,937) 
33,850 
(111,688) 


(33,487) 
34,011 


524 
8,011 
8,534 
2,816 
2,643 


173 


This represents the Company's investment in the ordinary shares of City Business Computers EMEA Limited 
(CBC EMEA ) incorporated in Nigeria, representing 26,10% (December 2019: 26.10%) equity interest in the 


Company. The investee company has 31 December year end. 


The summarised financial information of the entities are as set out below: 


CBC EMEA 


Percentage ownership interest 
Non-Current Asset 

Current Asset 

Non-Current Liabilities 


Current Liabilities 


Net assets 
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31-Dec 
2020 
#'000 
26% 


1,250,975 
1,588,251 
(597,715) 
(168,583) 


2,072,928 


31-Dec 
2019 
#000 
26% 


1,250,975 
1,588,251 
(597,715) 
(168,583) 


2,072,928 


Notes to the financial statements 
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++ 


Company's share of net assets 

Revenue 

(Loss)/profit from continuing operations 

Other comprehensive (loss)/income 

Dividend received 

Total comprehensive income 

Company's share of total comprehensive income 
Company's share of other comprehensive income 
Company's share of profit 

Investment properties 

At 1 January 

**Disposals during the year 


Fair value (loss)/gain 


At 31 December 


Proceed on disposal 
Loss on disposal 
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3i-Dec  31-Dec 
2020 2019 
N'000 #000 
541,034 541,034 
155,377 197,103 
(3,360) — 53,348 
(3,360) ` 53,348 
(877) 13,923 
(877) 13,923 
4,275,855 4,239,347 
(280,200) - 
(138,949) 36,508 
3,856,706 4,275,855 
270,000 - 
10,200 - 
280,200 - 


T8 
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14 Property and equipment 
Leasehold Freehold Computer Furniture, Motor 
Land buildings Equipment Fittings vehicles Total 

#'000 N'000 N'000 N'000 N'000 N'ÜDO 
Cost 
At 1 January 2020 195,069 1,107,884 125,184 220,937 78,432 1,727,507 
Additions - - 17,744 10,329 54,700 82,773 
Disposals (50,924) ki (10,768] {4,520} (8,500) (74,712) 
At 31 December 2020 144,145 1,107,884 132,160 226,746 124,632 1,735,568 
At 1 January 2019 195,069 1,107,884 147,441 301,690 464,672 2,216,756 
Reclassification to right of use - (375,759) (375,753) 
Additions B,151 1,560 10,080 19,791 
Disposals [30,407) (82,313) (20,561) (133,281) 
At 31 December 2019 195,069 1,107,884 125,184 220,937 78,432 1,727,507 
Depreciation 
At 1 January 2020 - 195,168 113,969 212,138 68,388 589,663 
Charge for the year - 22,157 6,331 4,537 5,884 38,910 
Disposals - (10,768) (4,520) (8,500) — (23,788) 
At 31 December 2020 - 217,326 109,532 212,155 65,772 604,784 
At 1 January 2019 - 173,071 140,057 288,793 388,451 990,371 
Charge for the year E 22,097 4,319 5,557 1,377 33,450 
Transfer to Inyestment Properties - - a - (300,879) (300,879) 
Disposals - ` (30,407) (82,312) (20,561) (133,280) 
At 31 December 2019 - 195,168 113,969 212,138 68,388 589,664 
Carrying amounts: 
At 31 December 2020 144,145 890,558 22,528 14,591 58,860 1,130,784 
At 31 December 2019 195,069 912,716 11,215 8,800 10,044 1,137,844 
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14 (ii) 


14 (iia 


14 (iii) 


15 


Right of use assets 
Right of use Asset- Rent Prepayment [See note 14 (iii)) 
Right of use Asset- MV lease {See note 14(ii) ) 


At 31 December 
At 1 January 2020 


Additions 
Derecognition 


At 31 December, 2020 
Depreciation charge 
At 1January 2020 


Derecognition 
Charge for the year 


At 31 December, 2020 


Carrying Amount 
At 31 December, 2020 


At 31 December, 2019 


Amounts recognised in profit or loss 
At 31 December, 2019 

Long term lease payments 

At 1 January 2020 


Addition 
Prepayments amortisation on long term leases 


At 31 December, 2020 
Intangible assets 


Cost: 
At 1 January 


At 31 December 
Accumulated amortisation: 


At 1 January 
Charge for the year (see note 39) 


At 31 December 


At 31 December 
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31-Dec 31-Dec 
2020 2019 
#000 N'ODO 
8,941 858 
62,531 76,037 
71,472 76,895 
426,023 375,759 
27,135 64,169 
- (13,905) 
453,158 426,023 
349,985 300,879 
- (1,305) 
40,641 50,411 
390,626 349,885 
62,531 76,037 
76,037 74,879 
40,641 50,411 
858 6,411 
12,600 1,958 
(A,517) (7,512) 
8,941 858 
165,007 165,007 
165,007 165,007 
165,007 163,618 
- 1,389 
165,007 165,007 


All Company’s intangible assets represents purchased software. 
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17 


(a) 


(b) 


Statutory Deposits 


In line with section 10 (3) of the Insurance Act of Nigeria, a deposit of 10% of the regulatary share capital is 
kept with the Central Bank of Nigeria. The cash amount held is considered to be a restricted cash balance. 


31-Dec — 31-Dec 
2020 2018 


N'000 N'000 
Deposits with Central Bank of Nigeria 340,000 340,000 


Employee retirement benefits 


The Company operated two(2) employee retirement benefit schemes. The Company operate defined benefit 
staff pension plan based pension scheme prior to the New Pension Reform Act 2004, for pensionable 
employees who were in service prior to the introduction of contributory pension scheme. 


The Company offers its employees defined benefit plan in the form of long service awards. The plan entitles 
employee who have spent 10 years and above in the service of the Company to specified awards, This benefit 
is awarded in different categories depending the number of years in service, 


The employee benefit obligations are actuarialiy determined at the year-end by Logic Professional Services 
with FRC number FRC/2017/NA5/00000017548. The actuarial valuation is computed based on the "Projected 
Unit Credit" method. Gains and losses of changes in actuarial assumptions are charged to other 
comprehensive income. These defined benefit plans expases the Company to actuarial risks, such as interest 
rate risks and market risks. 


The detalls of the employee benefit obligations are as below: 


31-Dec 31-Dec 


2020 2019 

Notes N'O00 N'000 

Employees retirement benefits{ see note 17(d)) 257,168 | 295,649 

Long Service Award (Outstanding liability) (26,893) — (24,750) 
Company's Asset for:- 

— Pension benefits (note 7(d) 490,093 455,550 
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(c) 


(d) 


Company's obligations for:- Notes 


— Pension benefits (see note 17(d)) 
— Long Service Award (see note 17(f)) 


Total Company's obligation 


Amount expenses in profit or loss- 
— Pension benefits 

— Long Service Award 

Total 


Gain/ (loss) on other comprehensive income 
-Adjustments for Net Pension Assets 
-Adjustments for Long-Service Awards Obligations 
Total (see note 29) 


Pension benefits 


The amounts recognised in the statement of financial position are determined as follows; 


Present value of funded obligations 
Fair value of plan assets 


Present value of unfunded obligations 
Asset in the statement of financial position 


Current 
Non-current 


Asset in the statement of financial position 


The movement in the defined benefit obligation over the year is as follows: 


At 1 January 

Current service cost 

Interest cost 

Actuarial losses/(gains]-Assumption 
Actuarial losses/(gains)-Experience 
Benefits paid by the Fund 


At 31 December 
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31-Dec 31-Dec 
2020 2019 
N'000 N'ODO 
(232,925) (184,058) 
(26,893) (24,750) 
(259,818) (208,808) 
(37,695) (46,275) 
2,112 5,563 
(35,583) (40,712) 
(76,177) (34,477) 
(31) (106) 
(76,208) (34,583) 
(232,925) (184,058) 
490,093 479,707 
257,168 295,649 
257,168 295,649 
257,168 295,649 
184,058 178,505 
21,776 25,390 
57,A57 23,808 
(3,572) (13,067) 
(26,794) — (30,578) 
232,925 184,058 
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The movement in the fair value of plan assets of the year is as follows: 
31-Dec 31-Dec 


2020 2015 

N'O00 N'000 
At 1 January 479,707 462,355 
Expected return on plan assets 59,471 71,665 
Benefit paid from the fund (26794) (30,578) 
Actuarial Gains/[Losses] (22,2292) — (23,736) 
At 31 December 490,093 479,707 
The amounts recognised in the profit or loss are as follows: 
Current service costs - - 
Net interest costs/income: 
- Interest costs 21,776 25,390 
- Expected Return on plan asset 59471 (71,665) 
At 31 December 81,247 — (46,275) 
The principal actuarial assumptions used were as follows: 
Discount rate 8.0% 12,75% 
Future pension increases 3.0% 3,00% 
Inflation rate 12.0% 12.00% 
Long Service Awards 
Present value of funded obligations (26,893) (24,750) 
Liability in the statement of financial position 26,893 24,750 
Current - - 
Non-current (26,893) — (24,750) 
Liability in the statement of financial position (26,893) (24,750) 


The movement in the defined benefit obligation (long service award) during the year is as follows: 


At 1 January 24,751 21,239 
Current service cost 2328 2,277 
Interest cost 2960 3,180 
Benefits paid (3,176) (2,051) 
Actuarial losses 31 106 
At 31 December 26,893 24,751 
The amounts recognised in the profit or loss are as follows: 

Current service costs 2,328 2,277 
- Interest costs 2,960 3,180 
At 31 December 5,288 5,457 


The principal actuarial assumptions used were as follows: 


Discount rate 12.8% 12.8% 
Future salary increases 13% 13% 
Inflation rate 12% 12% 
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Deferred Taxation 


The net deferred tax assets/(liabilities) are attributable to the following: 
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2020 
Net 
balance Recognised Net Deferred 
as at L Inprofit or Recognised balance Deferred tax 
Note January loss in OC) asatdate taxasset —llabilitles 
H'000 #000 4000 “ooo Woo Woon 
Net Deferred tax assets 
Property and equipment, and software (184,743) (100,718) - (285,461) - (285,461) 
Allowances for loans and receivables (18,454) 12,476 (5,978) - (5,978) 
Unrelieved loss (127,793) 142,309 - 14,516 - 14,516 
Employee benefits 116,112 (108,192) - 7,920 - 7,920 
Deferred tax liabilities (214,878| [54,124) - (269,003) - (269,003) 
Deferred tox liabilities 
Investment properties (269,725) 10,584 - (259,141) - (259,141) 
Employee benefits - - EI - - - 
Deferred tax liabllities (484,603) {43,540} - {587,721} - (528,144) 
2019 
Net 
Net balance 
balance Recognised as at 31 Deferred 
asati in profit or Recognised December Deferred tax 
Note January loss in OCI 2019 tax aset  lNabilities 
NO) #000 #000 MODO N'000 FOCO 
Net Deferred tax assets 
Property and equipment, and software (98,428) (86,315) - (184,743) - (184,743) 
Allowances for loans and receivables (18,454) - (18,454) . (18,454) 
Unrelieved loss - (127,793) - (127,793) - (127,793) 
Employee benefits 116,112 - - 116,112 - 116,112 
Deferred tax assets (770) (214,108) - (214,878) - [214,878] 
Deferred tax liabilities 
Investment properties (255,490) [14,235) - (269,725) - (269,725) 
Deferred tax liabilities (256,260) (223,342) - — (484,603) - (484,603) 
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(a) 


(b) 


Deferred income 


Deferred rental income 


Deferred commission income (see note 19{b)) 


Due within 1 - 12months 
Due after more than 12months 


Deferred rental income 

At 1 January 

Addition/(Amortised) during the year 
At 31 December 


Deferred commission income 
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31-Dec 31-Dec 
2020 2019 
N'000 N'000 
24,182 16,178 
114,062 93,154 


138,244 109,332 


114,062 93,154 
24,182 16,178 


138,244 109,332 
16,178 40,553 
8,004 (24,375) 


24,182 16,178 


This represents the unexpired portion of commission received fram businesses ceded to Reinsurers as at the 


reporting date. 


At 1 January 
Additions during the year 
Amortised during the year 


At 31 December 


31-Dec 31-Dec 
2020 2019 
N'000 N'000 
93,154 103,580 
588,950 405,120 


(568,042) (415,546) 


Analysis of deferred acquisition income by class of insurance are as follows: 


Fire 

Accident 

Motor 

Marine and aviation 
Special Risk 
Engineering 

Bond 

Agric 


Total 
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114,062 93,154 
23,103 24,247 
10,701 8,052 

6,651 5,384 
26,316 12,546 
27,910 23,035 
18,940 19,697 

12 193.088 
429 - 

114,062 93,154 

eeh AA 
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li) 


21 


(i) 


31-Dec 31-Dec 
2020 2019 
N'O00 N'000 

Trade payables 
Reinsurance payables 321,510 223,407 
Premium received in advance ( see(i) below) 7,417,516 5,775,254 


7,739,026 5,998,661 


The carrying amount disclosed above approximate fair value at the reporting date, 


Due within 1 month 7,739,026 5,998,661 
Due after more than 1month - - 


7,739,026 5,998,661 


Included in the trade payable balance is N7.417b (2019: N5.775 billion) which represents premium received 
in advance from a customer in the oil and gas industry with respect to energy packaged policies with policy 
period between January 2020 to 31 December 2020. The premium was received on 30th of December, 2020 
to be remitted to other co-insurers of the policy. 


31-Dec 31-Dec 
2020 2019 
N'000 2000 

Other liabilities 
Accrual and other payables (see(i) below)} 457,355 122,460 
NAICOM levy 118,682 105,344 
Other liabilities ( see(ii) below)) 345,122 326,694 
Royal Exchange Prudential Life Assurance 5,172 1,862 
Payable to Royal Exchange Pic - 41,107 
Payable to Royal dividend fund 77,640 64,058 
Payable to Royal Exchange Trustee Fund 104,591 72,925 


1,109,502 734,950 


Due within 1 - 12months 1,109,902 734,950 
Due after more than 12months - - 


1,109,902 734,950 


Accrual and other payables is made up of the following balances 


Other payables( see below (iv) 409,324 96,668 
Provision for audit fees 16,500 16,000 
Provision for Industrial Training Fund ( ITF) levy 8,758 7,642 
Provision for accounting/consulting fees 2,150 2,150 
Management fee payable 20,623 - 


457,355 122,460 


Management fee payable represents fee payable to Royal Exchange Plc (Parent company) for investment 
management services provided to the Company during the year. 
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(ii) 


(iii) 


Other liabilities is made up of the following balances: 


Employee benefit payable 
PAYE payable 

Withholding tax payable 

VAT payable 

Pension payable 

NHF payable 

Professional fee payable 

Other creditors(see (iii) below)) 


Legacy Registrars Fee 

Pension and gratuity scheme 

PAYE suspense account 

Staff thrift 

Staff premium deduction 

Unclaimed dividend 

Due to Horizon construction company 
Due to staff- Pheonix company 
Commercial property loss recovery 
Due to loss adjusters (see (iv) below) 
Staff union due 

Rent received in advance-olowogbowo 
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31-Dec 31-Dec 
2020 2019 
N'000 N'000 
34,120 41,640 
8,015 3,654 
63,729 54,647 
15,101 14,399 
6,470 6,470 
7,418 7,418 
22,517 21,045 
187,752 177,421 
345,122 326,694 
64,770 64,770 
- 6,440 

7,252 2,064 
571 416 
1,215 1,464 
3,983 3,983 
50,000 50,000 
24,601 24,601 
3,332 3,332 
30,392 20,351 
14 - 
1,622 - 
187,752 177,421 


The balance due to Horizontal construction company Ltd is in respect of property at plot respect of property 
at plot 1396 Garki 11 Abuja which is a subject of litigation in SC NO:440/2015 in which Royal Exchange is a 
Plaintiff. No date has been assigned for the hearing of the appeal by the supreme Court. The balance due to 
staff -Phoenix company are inherited staff retirement benefit on the merger of Royal Exchange Assurance 


Nigeria with Phoenix of Nigeria Assurance Plc in 2007. 


Due to loss adjusters: 

New trend Loss adjusters 
Charles Taylor Loss adjusters 
Aqualis - brae -mar adjusters 
City loss adjusters 

First optimal ventures ltd 


Other payables 

Provision for litigations 

Accrued liabilities (see note- v (i) below) 

Share of Alesco portion of management fee income 
Accrued solicitor fee 

Customers deposit 
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31-Dec 31-Dec 
2020 2019 
N'000 N'000 
- 7,379 
- 1,753 
3,370 - 
756 - 
26,266 11,219 
30,392 20,351 
78,954 78,954 
192,119 17,714 
14,862 - 
7,825 - 
115,563 - 
409323 96668 
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viii) 


vin 


vliv) 


v (v) 


21(b) 


31-Dec 31-Dec 
2020 2019 
N'000 N'000 
Accrued liabilities; 

Staff variable costs and PFA remittance 3,508 - 
Reinsurance Treaty and M & D 126,048 - 
Facultative premium on Indorama 36,088 - 
Outstanding bill on Insurance Enterprise Solution 11,550 - 

Due to staff- balance clawback payable to Mr Hosea Boman & 
Austin Nwankwo - 6,812 
Other accruals 14,923 10,922 
192,119 17,734 


Provision for litigation fees represents amounts provided for in respect of various litigations pending in 
court. Based on professional advice, the amounts for pending litigations have been set aside to cover the 
expected losses to the entity on the determination of these litigations. 


The share of Alesco portion of management fee is the Broker's fee payable to Alesco on Mobil Producing 
Nigeria (MPN) Operational package policy for year 2020. 


Accrued solicitor fee are the solicitors fee due to Charis hills (N725,000), Ascendolaw Barristers and Solicitors 
(N325,000), Pat Dappa & Associate (N1.250million), Sefton Fross (N2.10million) Juliet Ezirim (N3.00million) 
and lronsi Emmanuel & Co. (N425,000). 


The customer deposits are unidentified credits, which cannot be readily ascertained to be all premiums as at 
31 December 2020. 


Deposit for shares 

There was no deposit for shares made in the financial year 2020. The holding company (Royal Exchange Plc) 
intended increase of holding interest in REGIC in 2018 with N2billion but this did not materialize which 
resulted to a refund of the amount placed for deposit for shares in 2019. 
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Long term llabllities 


Finance lease obligations 
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The Company leased certain of its property, plant and equipment under finance leases. The average lease term is 3 years, The Company has 
options to purchase the equipment for a nominal amount at the end of the lease terms. The Company's obligations under finance leases are 


secured by the lessors' title to the leased assets. 


Interest rates underlying all obligations under finance leases are fixed at respective contract dates ranging from 18% to 24% (2019: 18% to 


2454] per annum. 


Future minimum lease 


payments 


31/12/2020 31/12/2019 


f'000 

Not later than one year 43,130 
Later than one year and not later than 5 years 24,679 
Prepaid Rent- Leased Liability - 
67,809 

Within one year 43,130 
More than one year 24,579 
67,809 


Finance lease payments 

At 1 January 

Addition 

Repayment of principal amount 


Interest expense( see note 39) 


Borrowings 


N'OD0 
41,438 
37,271 


78,710 


41,439 
37,271 


78,710 


Interest 


31/12/2020 
‘000 
9,152 
2,953 


12,105 


9,152 
2,953 


12,105 


Net present value of future 


lease payments 


31/12/2020 ` 31/12/2019 
N'O00 A000 
33,978 29,888 
21,725 31,800 
- 2,239 
55,703 63,927 
33,978 29,888 
21,725 34,039 
55,703 63,927 
2020 2019 
63,927 49,473 
27,525 58,252 
(35,749) (43,798) 
55,703 63,927 
ko n m n on 
14,209 16,088 


There is no borrowing or payment of borrowing in the financial year 2020. In the year 2019, the entity made cash payment of N14.3million 
on the borrowed fund taken in the year 2018. The entity borrowings in the financial year 2018 consist of facilities with Royal Exchange 
Finance company Limited with original maturities between 33 to 135days at an interest rate of 18% obtained to meet working capital needs 


of the company. Also no asset was pledged as security. 
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(a) 


(b) 


(c) 


Insurance contract liabilities 
Non-life business 
Unearned premium reserve 


Incurred but not reported 
Claims outstanding 
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31-Dec 31-Dec 
2020 2019 
N'DOD N'O00 
1,584,946 1,288,775 


1,259,935 1,247,327 
1,197,223 2,055,190 


4,042,104 4,591,292 


The concentration of non-life insurance by type of contract is summarised below by reference to liabilities. 


Fire 
Accident 
Motor 
Marine 

Oil and Gas 
Engineering 
Bond 

Agric 


Unexpired risk is summarised by type below 
Fire 

Accident 

Motor 

Marine 

Oil and Gas 

Engineering 

Bond 

Agric 


Total 


882,033 1,512,891 


487,251 549,133 
742,766 786,598 
409,842 305,048 
1,225,670 1,279,499 
194,860 119,812 
11,884 13,386 
87,798 24,925 
4,042,104 4,591,292 
253,789 262,880 
160,107 83,210 
408,371 425,544 
263,316 156,365 
410,271 330,620 
80,679 28,895 
105 1,262 
8,308 - 


1,584,946 1,288,775 


The movement in unexpired risk reserve is shown below: 


At 1 January 
Movement during the year (see note 30(a)) 


At 31 December 
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2020 2019 

N'O00 N'000 

1,288,775 1,572,772 
_ 296171  — (283,997) 


1,584,946 1,288,775 
=== n 
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Outstanding claims represent the estimated ultimate cost of settling all claims arising from incidents occurring 
prior to the end of reporting date, but not settled at that date and prevision made for claims incurred but not 
yet reported as at the end of the financial year. This provision is based on the liability adequacy test report, 


Analysis of claims arising from incidents occurring prior to the end of reporting date, but not settled at that 


date is shown below: 


Fire 
Accident 
Motor 
Marine 

Oil and Gas 
Engineering 
Bond 

Agric 

Total 


31-Dec 31-Dec 
2020 2019 
N'000 #000 
628,244 1,250,012 
327,144 465,922 
334,395 361,054 
146,526 148,683 
815,399 948,879 
114,181 90,916 
11,779 12,124 
79,490 - 
2,457,158 3,277,592 


An ageing analysis of the time between when the outstanding claims were reported and the date of the 


financial statements is presented below:- 


0- 90 days 

91- 180 days 
181-270 days 
271-360 days 
Above 360 days 
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$000 N'o00 
152,756 75,883 
46,663 31,607 
53,978 63,563 
15,098 66,722 
928,728 1,817,414 


1,197,223 2,055,190 
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(t 


Outstanding claims days 


Awaiting Supporting Documents 

Awaiting settlement decision from lead insurer 
Claims awaiting payment 

Incomplete claim documents 

Insured yet to return duly executed DV 

Marine certificate not fully declared 


Total 


The movement in outstanding claims is shown below: 


At 1 January 
Movement during the year (see note 33) 


At 31 December 
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181- 271- Above 
0-90 91-180 270 360 360 


days days days days days Total 
#'000 Lid MWoO0O #000 #000 000 
132,987 882 50,421 5,204 67,554 257,049 
250 100 H - - 350 
18,849 10,260 2,318 5,920 - 37,347 
50 34,388 1,038 3,974 861,157 300,608 
620 1,033 200 - 15 1,868 
- - - - 2 2 


152,756 46,663 53,978 15,098 928,728 1,197,223 


3,302,516 3,745,330 
(845,103) (442,814) 


2,457,158 3,302,516 


Palleyholders' Assets and Liabilities Management(PALM) 


Cash ad cash equivalent 
Financial Assets: 
- Fair value through profit or loss 
- Fair value through other comprehensive income 


- Fair value through other comprehensive income 
-Amartised cost 
Trade receivables 
Reinsurance assets 
Deferred acquisition cost 
Other receivables and prepayments 
Right of use asset 
Investment in associates 
Investment properties 
Property and equipment 
Statutory deposits 
Employees retirement benefits 


Total assets 
Liabilities 


Excess/[Deficit) ls Asset Cover 


Insurance Shareholders 


contract & other 
liabilities funds 2020 2019 
#'000 #'000 N'000 N'000 
3,079,060 6,698,838 9,777,898 10,619,459 
(quoted equities) 756,657 756,657 666,176 
(Federal Government Bonds 
& Treasury Bills) 3,747,341 3,747,341 157,576 
(Unquoted equities) 541,315 541,315 543,764 
93,735 93,735 44,674 
63,468 69,468 53,837 
1,744,045 - 1,744,049 2,235,297 


225,256 225,256 162,488 

1,218,453 1,218,453 882,465 

71,472 71,472 76,895 

453,145 453,145 449,521 

771,341 3,085,365 — 3,856,706 — 4,275,855 
1,130,784 1,130,784 1,137,844 

340,000 340,000 340,000 

257,168 257,168 295,649 


10,733,498 13,549,949 24,283,447 21,941,500 
4,042,104 10,019,103 14,061,207 


6,691,394 3,530,846 - 
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24(a) 


24(b) 


Taxation 


Charge for the year Notes 
Recognised in profit or loss 

Company Income tax 

Policy trust fund levy 


Tertiary education tax 


NTDA levy 


Origination of temporary differences 18 


Income Taxes 


For the year ended 31 December 2020 


159,154 68,244 
51 49 
17,534 13,556 
176,739 81,849 
10,241 5,746 
186,980 91,595 
43,541 228,343 
230,521 319,938 


The charge for income tax in these financial statements is based on the provisions of the Companies Income Tax 
Act, CAP C21 LFN 2004 as amended and Tertiary Education Tax Act, CAP E4 LFN 2004, 


Reconciliation of effective tax rate 


Tax rate 
% 
Profit before tax 

Company income tax using the domestic corporation tax 
rate 30.00 
Non-deductible expenses -10.14 
Net capital Allowance 10.60 
Police Trust fund 0.01 
Education tax 1.71 
Information technology tax levy 1.00 
Tax exempt income -14.92 
Current year deferred tax 4.25 
22.50 


Current income tax abilities 
At 1 January 

Charge for the year 

Paid during the year 

Wht credit utilized 


At 31 December 


96 


2020 


Amount 
N'000 
1,024,099 


307,230 
(103,850) 
108,584 
51 
17,534 
10,241 
(152,801) 
43,532 
230,521 


30.00 
9.74 
-13.86 
0.01 
1.39 
1.00 
-18.88 
23.37 
32.77 


31-Dec 
2020 
N'000 


293,033 
186,980 
(23,278) 


(68,243) 


388,492 


2019 


Amount 
#'000 
974,643 


292,393 
94,930 
(135,085) 
48 
13,573 
9,746 
(184,012) 
228,343 
319,934 


31-Dec 
2019 
44000 


376,966 
91,595 
(175,528) 


293,033 
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(i) 


26 


27 


28 


Share capital 

Share capital comprises 

Authorized share capital 

10,500,000,000 ordinary share of N1 each 


Ordinary share capital 

5,366,666,666 ordinary share of N1 each 
Addition during the year 

5,366,666,666 ordinary share of #1 each 
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10,500,000 


5,366,667 


5,366,667 


8,000,000 


5,366,667 


5,366,667 


During the year, the shareholders approved the issue of Nil ordinary shares to Royal Exchange Plc (2019: Nil}. 


The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled 


to one vote per share at meetings of the Company. 


Share premium 


At 31 December 


Contingency reserve 


31-Dec 
2020 
N'000 


802,737 


31-Dec 
2019 
N'000 


802,737 


The Company maintains Contingency reserves for the general business in accordance with the provisions of 


5.21 (1) of the Insurance Act 2003. 


In compliance with the regulatory requirements in respect of Contingency Reserve for general business, the 
Company maintains contingency reserve at the rate equal to the higher of 3% of gross premium or 20% of the 
total profit after taxation until the reserve reaches the greater of minimum paid up capital or 50% of net 


premium, 


At 1 January 
Transfer from profit or loss account 


At 31 December 
Retained earnings 


31-Dec 
2020 
N'000 


2,488,464 
356,047 


2,814,511 


31-Dec 
2019 
N'000 


2,170,933 


317,531 


LL2488,064 | 


The reserve comprises undistributed profit/ (loss) from previous years and the current year available for 
dividend distribution to the equity shareholders of the company (if approved at the Annual Genera! Meeting). 


At 1 January 

Dividend paid within the year 
Transfer from profit and loss 
Transfer to contingency reserve 
At 31 December 
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31-Dec 


2020 


N'000 
691,534 
(419,354) 
793,578 


(356,047) 
ZE 


31-Dec 


2019 


N'000 
354,360 


654,705 


(317,531) 
691,534 
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(a) 


30(a) 


31 


32 


33 


Other component of equity 


At 1 January 262,520 155,129 

Fair value changes : 
-Fair value gain/losses recognised in OCI (see note 7(d)) 295,377 139,331 
-Share of current year results in equity accounted investees (see note 12(a)) 16,925 2,643 
Total fair value changes in statement of changes in equity 574,822 297,103 
-Actuarial gains/(losses) on employee benefit obligations (see note 17(c)) (76,208) (34,583) 
498,614 262,520 


Nature and purpose of other components of equity 


Fair value reserves 


Fair value reserves represent the cummulative net change in the fair value of available-for-sale financial 


assets at the reporting date. 


Actuarial reserves 


Actuarial (surplus)/deficit on employee benefits represent changes in benefit obligation due to changes in 
actuarial valuation assumptions or actual experience differing from experience. The gains/losses for the 
year, net of applicable deferred tax asset/liability on employee benefit obligation, are recognized in other 


comprehensive income. 


Premium written 


31-Dec 31-Dec 
2020 2019 
000 000 
Non-life insurance premiums: 
Gross written premiums 11,868,240 10,584,353 
Change in unearned premiums ( see note 23(c)) (296,171) 283,995 
Gross earned premiums 11,572,069 10,868,348 
Reinsurance expenses 
Gross written reinsurance premiums 6,306,618 5,290,016 
Change in reinsurance unearned premiums{ see note 9(a) below) (10,340) 99,838 
6,296,278 5,389,854 
31-Dec 31-Dec 
2020 2019 
N'000 N'ODO 
Fee and commission income 
Reinsurance commissions 568,041 415,546 
Insurance claims and benefits incurred 
Gross claims paid 2,134,271 2,111,388 
Less: Movement in gross outstanding claims and iBNR [see note 23(e)) (845,103) (442,814) 
Gross incurred claims (see note (a) below) 1,289,168 1,658,575 
Less: Reinsurance incurred claims (see note 33(b) below) (599,636) (554,305) 
689,532 1,114,270 
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31-Dec 
Analysis of insurance claims and benefits incurred by class are as follows: 2020 
£4'000 
Motor and Accident 313,410 
Fire and IAR 139,341 
Marine 65,957 
Engineering 110,692 
Bond (347) 
Special Risk 580,367 
Agric 79,748 
1,289,168 
Insurance claims and benefits incurred - recoverable from reinsurers 

Motor and Accident 49,162 
Fire and IAR (106,897) 
Marine 16,825 
Engineering 59,272 
Bond (173) 
Special Risk 533,791 
Agric 47,656 
599,636 

Breakdown of insurance claims and benefits incurred-recoverable from reinsurers 
Reinsurance claims recoveries 1,101,224 


Movement in reinsurers’ share of claims expenses outstanding (see note 9(b)) (471,212) 
Movement in reinsurers' share of incurred but not reported claims (see 


note 9{c}) (30,376) 
599,636 
31-Dec 
2020 
N'O00 
Underwriting expenses (fees, commissions and other acquisition 
expenses) 
Salaries & allowances - underwriting employees (39(a)) 560,074 
Accommodation costs 58,569 
Communication Costs 99,187 
Business and administration & marketing expenses 990,564 
Acquisition expenses: 
Insurance contracts — non-life 2,034,808 
Amortisation of insurance contracts deferred acquisition costs (62,768) 
Impairment and other changes in deferred acquisition costs 
Other commissions 25,093 
3,705,527 
Acquisition expenses 1,997,133 
Maintenance expenses 1,708,394 
3,705,527 
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31-Dec 
2019 
N'000 
518,074 
524,063 
146,089 
68,355 
(12,710) 
399,779 
24,925 
1,668,575 


87,715 
156,249 
17,348 
60,854 
(6,355) 
234,147 
3,747 


554,305 


929,002 
(809,237) 


434,540 
554,305 


31-Dec 
2019 
N'000 


497,642 

51,013 
400,819 
807,950 


1,780,509 
54,968 


40,641 


3,633,542 


1,876,118 
1,757,424 


3,633,542 
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Amortisation of insurance contracts deferred acquisition costs are based on the movement in Deferred 
acquisition cost DAC DAC as per 2019 Actuarial valuation report was N162,488,262.00 and as at 31 
December, 2020 it was N225,256,281.00 which resulted to a movement of N62,768,019.00, The movement 
represents increase in asset and commission expense is reduced with the same value, 


31-Dec 31-Dec 

2020 2019 

35 Investment and other income N'000 #'000 
interest income on investment (see note 35(a) below) 461,434 660,304 
Dividend income (see note 35(a) below) 76,037 81,727 

Rental Income 55,199 - 

Loss on disposal of Investment properties (10,200) - 

Net Investment Income 582,470 742,031 

(a) Changes in fair value (see note 35(a]i below) (73,763) (86,259) 
Total investment Income 508,707 655772 
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Analysis of investment income are shown below; 


At fair value through profit/loss 
Investment properties 
Cash and cash equivalent 


Rental Income 


At 31 December 


At fair value through profit/loss 
At fair value through OCI 
Investment properties 

Cash and cash equivalent 


Rental income 


At 31 December 


Write back/(allowance) for impairment 


Rental 
Income 
Won 


55,199 
55,199 


Rental 
Income 
"000 


82,075 
82,075 


Dividend 
Income 
$000 
76,037 


76,037 


Dividend 
Income 
$000 


41,698 
40,028 


81,727 


Royal Exchange General Insurance Company Limited 


Net 
realised 
gains and 
losses 

N'000 


Net 
reallsed 
galns and 
losses 
#'000 


Impairment allowance on premium receivables - non-life business (see note 8(3)(1)) 
Impairment allowance on reinsurance receivables (see note 36(a)li below and B(b)(i]) 


ECL impairment Allowance 


Cash & cash equivalent 


Treasury bills 
FGN bonds 
Mortgage loan 


Trade receivables 
Intercompany réceivable 
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31-Dec. 2020 


Changes in 
fair value 
N'000 
65,186 
(138,949) 


(73,763) 


31-Dec. 2019 


Changes in 
fair value 
$000 


1122,766) 


36,508 


(86,259) 


1/1/2020 
#000 
1,691 

23 

652 
4,879 
187,501 
51,881 
246,626 


Interest 
Income 
#000 


461,434 


461,434 


Interest 
Income 
N'000 


654,274 


660,304 


31-Det 
2020 
'000 
(20,146) 
278,117 
257,972 


Addition/ 
{write- 
back) 
MOO 
(1,314) 
8,896 

99 


7,681 


Total 
#'000 
141,223 
(138,949) 
461,434 
55,199 
518,907 


Total 
#000 


(81,068) 
40,028 
36,508 

654,274 
82,075 

737,847 


31-Dec 2019 
#'000 
(58,049) 
211,920 
153,871 


12/31/2020 
N'o00 

377 

8,519 

751 

4,379 
187,501 
51,881 
254,309 
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2019 
Addition/ 
(write- 
fajii ECL Impairment Allowance 1/1/2019 back) 12/31/2019 
N'000 N'000 N'000 
Cash & cash equivalent 50,150 (48,459) 1,691 
Treasury bills 23 - 23 
FGN bonds 173 479 652 
Mortgage loan 16,393 (11,514) 4,879 
Trade receivables 187,501 - 187,501 
Intercompany receivable 12,893 38,988 51,881 
267,133 (20,506) 246,626 
37 Other operating income 
31-Dec 
2020 31-Dec 2019 
N'000 N'000 
Rental income - 82,075 
Profit on disposal of property and equipments 50,007 4,616 
Loss on disposal of right of use - (12,600) 
income from lead-underwriting 206,716 169,949 
Sundry income (see note 37 (i) below) 183,056 - 
439,779 244,040 
37(i) Sundry income 
Refund of stamp duty from Nigerian Insurer - 
Association 12,789 
Share of surplus received from Nigeria - 
Liability Insuranee Pool 96,031 
Interest on salary advance 109 - 
Withholding tax credit approved and utilized 57,394 - 
Other sundry income 16,733 - 
183,056 - 
38 Foreign exchange galns 
Gains on translation of foreign currency transactions 68,556 67,744 
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(1) 


(ii) 


fa) 


Management expenses 
Post employment defined benefit expenses 


Salaries and allowances of other employees 
Redundancy Cost 

Audit fees 

Promotional and advert expenses 
Depreciation on property and equipment 
Depreciation on Right of use asset(MV Lease) 
Depreciation on Right of use asset(Rent prepayment) 
Directors' fees 

Donation 

Bank charges 

Legal fee retainer 

Insurance premium 

Professional and consultancy fee 
Investment expenses 

Electricity charges 

Repairs and maintenance 

Telephone expenses 

Transportation expenses 

Annual software renewal fees 

Subscription and Journals 

NAICOM fine paid (Contravention) 
Marketing expenses 

Finance charges 

Finance cost- Right of use asset 
Communication cost 

Business and admin cost 

Other Administrative expenses 
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31-Dec 31-Dec 
Notes 2020 2019 

N'000 M'G00 
17(c) (35,583) (42,869) 
39(a) 301,583 314,913 
497 - 
16,500 16,000 
6,408 3,747 
38,910 33,450 
40,641 50,411 
4,517 7,512 
3,673 454 
2,000 100 
72,420 23,283 
66,868 14,023 
4,329 15,061 
78,616 16,594 
124,157 48,818 
28,474 37,061 
21,409 2,302 
5,476 6,170 
27,099 28,156 
19,653 1,386 
4,869 13,242 
1,000 - 
56,480 69,803 
14,209 16,088 
- 389 
60,499 100,140 
193,665 275,667 
4,391 8,684 


1,198,343 1,060,585 


Other administrative expenses relate to expenses incurred for the day to day running of the Company during 


the year. 


This is the net impact of interest cost on the defined benefit obligation and expected returns on plan assets 
as a result of actuarial review of the defined pension plan and long service awards maintained by the 
Company. For the year 2020, the expected return on plan assets was lower than the interest cost on the 


obligation. 


Analysis of salaries and allowances are shown below: 


Salaries 8 allowances - underwriting employees (see note 34) 


Salaries and allowances of other employees 
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31-Dec 31-Dec 
2020 2019 
N'D00 w'000 
560,074 497,642 
301,583 314,913 
861,657 812,556 
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REPLC REPRU REHEALTH REFCO 


N'000 N'000 


At 1 January 2020 (29,470) — (1,862) 
Addition 631,294 (15,048) 
Total 601,824 (16,909) 
Payment (30,013) 58,976 
ECL impairment allowance 

At 31 December 2020 571,811 42,067 
Interest expense 

Management fees 20,623 


Employee health insurance 
Employee group life cover - 
Gross premium written 11,390 


Overdraft from related party 
At 1 January 2020 

Addition 

Payment 

At 31 December 2020 


Finance lease from related 
party 

At 1 January 2020 

Addition 

Payment 

At 31 Decernber 2020 


Legend: 


REPLC- Royal Exchange Plc 

REPRU Plc- Royal Exchange Prudential Life 
REHEALTH- Royal Exchange Healthcare Limited 
REFCO- Royal Exchange Finance Company Limited 
REMFB- Royal Exchange Microfinance Bank Limited 
RETFUND- Royal Exchange Trustee Fund 
REDFUND- Royal Exchange Dividend Fund 
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N'000 #7000 
5,770 - 


5,770 
(5,155) - 
615 - 
14,209 

1,322 
63,927 
27,525 
(35,749) 
55,703 


RMFB RETFUND 
N'000 N'000 


- (72,925) 

- (72,925) 
1,200 
29,030 
3,670 
32,699 


REDFUND 
N'000 
(64,058) 


(64,058) 
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Contingencies and Commitments 


Commitments for expenditure 
The Company has no commitment for capital expenditure at the reporting date. 


Contingencies and commitments 


31-Dec. 31-Dec. 
2020 2019 
Contingent liabilities #000 N'D00 
Legal proceedings and litigations 3,019,298 3,819,657 
Contingent assets -o — 
Legal proceedings and litigations 11,672 11,672 


The Company in its ordinary course of business, is presently involved in 36 (2019:35) litigation cases as a plaintiff 
and defendants. The total amount claimed in the cases against the Company is stated above. The Directors 
having sought the advice of professional legal counsel are of the opinion that based on the advise received, no 
additional provisions other than those in the books are deemed necessary for these claims, 


Dividend 

In the year under review, the Board of Directors is yet to propose and recommend the dividend payout by the 
Company. This is as a result of the expected conclusion of a proposed investment by a potential investor, 
AFRICINVEST-FIVE into the equity of the Company. 


Upon confirmation of this expectation, the Board will reconvene to recommend payouts should they deem fit. 


The recommendation if any, shall be presented to the shareholders at the 13th Annual General Meeting of the 
Company for members’ approval. 


Events after the reporting period 


There were no major events after the reporting period that require adjustments or disclosure in the financial 
statements. 


Compensation of key management personne! 


Key management personnel of the Company includes all directors, executive and non-executive, and senior 
management. The summary of compensation of key management personnel for the year is as follows: 


31-Dec. 31-Dec. 

2020 2019 

#'000 14000 

Chairman 1,500 1,500 
Other Directors 24,705 24,705 
26,205 26,205 

Directors’ fees 454 454 
Emoluments as Executives 25,751 25,751 


26,205 26,205 


The highest paid director 16,811 16,811 
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The number of directors who received fees and other emoluments(excluding pension contributions) in the 
following ranges were:- 


31-Dec. 31-Dec. 
2020 2019 
Number Number 
2,000,001 - 5,000,000 1 1 


Above N5,000,000 


Employees remunerated at higher rates 


The number of employees in receipt of emoluments including allowances within the following ranges were: 


900,001 1,000,000 - - 
1,000,001 2,000,000 8 9 
2,000,001 3,000,000 24 51 
3,000,001 4,000,000 39 4 
4,000,001 5,000,000 1 31 
5,000,001 6,000,000 32 20 
6,000,001 7,000,000 16 4 
7,000,001 8,000,000 7 3 
8,000,001 9,000,000 2 6 
9,000,001 10,000,000 2 4 

10,000,001 12,000,000 8 2 
12,000,001 18,000,000 12 3 
18,000,001 22,000,001 3 - 
22,000,001 Above 1 
155 137 
Average number of persons employed in the financial year and the related staff cost were as follows: 
Managerial 18 12 
Senior staff 128 116 
Junior staff 9 9 
155 137 
The staff costs for the above persons was: 
31-Dec 31-Dec 
2020 2019 
N'000 N'000 
Salaries , wages and other allowances 818,643 813,643 
Pension cost 42,869 42,869 
861,512 861,512 
Pension Scheme 
At January - - 
Provision in the year 42,869 48,221 
Remitted to Pension Fund Administrators (42,869) (48,221) 
At 31 December - - 


44  Contraventions 
During the year, the Company did not contravene any sections of the Insurance Act Cap 117 LFN 2004 and the 


NAICOM Circulars. 
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(a) 


(b) 


{c}(i) 


{c)(il) 


(d) 


Regulatory capital 


The Company's solvency margin as at 31 December 2020 was #15.48billion, This is #2.48billion above the 


Company's required minimum solvency margin of N3billion. 
Reconciliation notes to statement of cash flows 


Insurance premium received from customers 


Gross Premium Income ( See note 30{a) 


Unexpired risk, opening balance ( See note 23(c]) 
Unexpired risk, closing balance ( See note 23(c]) 


Unearned premium 

Trade receivables, opening balance ( See note 8) 

Recoveries, premium receivables - non-life business (see note 36(aXb)(i)) 
Trade receivables, closing balance ( See note 8 ) 

Premium received from trade debtors 


insurance premium received from customers 

Insurance benefits and claims paid to customers 

Claims incurred { See note 33 ) 

Outstanding claims reserve, opening balance ( See note 23(d]) 
Outstanding claims reserve, closing balance ( See note 23(d)) 
Insurance benefits and claims patd to customers 

Outward reinsurance prernium paid 

Opening trade payables ( See note 20) 

Gross expenses recognised in Profit or Loss(See note 31) 
Closing trade payables ( See note 20) 

Outward reinsurance premiurn paid 

Net premium received in advance 


Premium paid ( See note 20) 


Net premium received in advance 

Fees and commission received 

Opening deferred income ( See note 19(b)) 

Net fee and commission recognised in P or L ( See note 32) 
Closing deferred income ( See note 19(b)) 


Fees and comrnission received 


108 


31-Dec. 
2020 
000 
11,572,069 


(1,288,775) 
(1,584,946) 


296,171 
53,837 
20,146 


(69,468) 
4,515 


11,872,755 


(1,289,168) 
(3,302,516) 


2,457,158 


(2,134,526) 


(223,407) 


(6,306,618) 


321,510 


(6,208,515) 


(5,775,254] 


7,417,516 


1,642,262 


(93,154) 


568,042 


114,062 


588,950 


31-Dec. 
2019 
N'O00 
10,868,348 


(1,572,772) 
(1,288,774) 


(283,998) 
361,667 
58,049 


(53,837) 
365,879 


10,950,229 


(1,668,575) 
(3,745,331) 


3,302,516 


(2,111,390) 


(298,694) 


(5,290,016) 


223,407 


` (5,365,303) 


(5,166,855) 


5,775,254 


608,399 


(103,580) 


415,546 


93,154 


405,120 
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(A 


le) 


(h) 


(i) 


d 


(k) 


31-Dec. 31-Dec. 
2020 2019 
N'000 N'OOD 
Claim recoveries made from reinsurers 
Reinsurers share of claims expenses outstanding, opening (See note 9) 1,057,893 1,867,130 
Reinsurers' share of claims expenses outstanding closing ( 5ee note 9) (586,681) (1,057,893) 
Movement in reinsurers share of claims expenses outstanding 471,212 809,237 
Reinsurers share of incurred but not reported claim, opening (See note 9) 735,839 301,299 
Reinsurers share of incurred but not reported claim closing (See note 9) (705,463) (735,839) 
Movement in reinsurers share of incurred but not reported claims 30,376 (434,540) 
Claim recoveries ( See note 33(b)) 599,636 554,305 
Claim recoveries made from reinsurers 1,101,224 929,002 
Commissian paid 
Deferred Acquisition cast, opening balance (See note 10} 162,489 217,457 
Deferred Acquisition cost, closing balance (See note 10) (225,256) (162,488) 
Charge to Profit or Loss (1,997,133) (1,876,118) 
Commission paid (2,059,900) (1,821,149) 
Cash payment to employees, intermediaries and other supplier 
Cash payments to employees (See note 39(a)) (861,657) (812,555) 
Other cash payments to intermediaries and supplier (2,134,998) (1,827,156) 
Cash payment to employees, intermediaries and other supplier (2,996,655) (2,639,711) 
Proceeds frorn sale of property and equipment 
Cost of property and equipment 74,712 133,281 
Accumulated depreciation (23,788) (133,280) 
Profit on disposal (See note 37 ) 50,007 4,616 
Proceed from sale of property and equipment 100,931 4,617 
Dividend income received 
Dividend accrual, opening balance (See note 11(b)) 15,081 23,040 
Profit or loss Charge (See note 35) 76,037 81,727 
Dividend accrual, closing balance (See note 11(b)) (15,081) (15,081) 
Dividend income received 76,037 89,686 
Rental Income 
Rental income regognised in profit or loss ( See note 37) 55,199 82,075 
Deferred rental income, opening balance (16,178) (40,553) 
Deferred rental income, closing balance 24,182 15,178 
Rental income received 63,203 57,700 
Interest income received 
Net changes in accrued interest incame - (261,222) 
Profit or loss charge 461,434 660,304 
Interest income received 461,434 399,091 
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(a) 


Outstanding claims on insurance contracts 

Outstanding claims represents the estimated cost of settling all claims arising from incidents occurring as at 
the date of the statement of financial position. The Company has adopted the Discounted Inflation 
Adjustment Basic Chain Ladder Method in determining the claims reserves for the year. 


The summary of results using the Discounted Inflation Adjusted Chain Ladder Method is presented below: 


31 December , 2020 
Table 47 (a)(i) 
Gross Estimated Net 
Outstanding Reinsurance Outstanding 
Claims Recoveries Claims 
Class of Business N'000 N'000 N'000 
General Accident 327,144 (49,633) 277,511 
Engineering 114,181 (82,538) 31,643 
Fire 628,244 (461,615) 166,629 
Marine 146,526 (44,360) 102,165 
Motor 334,395 (50,743) 283,652 
Agriculture” 79,491 (49,573) 29,918 
Bond* 11,779 (5,889} 5,889 
Dil & Gas* 815,399 (547,793) 267,606 
TOTAL 2,457,158 — (1,292,144) 1,165,015 
*Estimated using Expected Loss Ratio method and discounted 
31 December , 2019 
Gross Estimated Net 
Outstanding Reinsurance Outstanding 
Claims Recoveries Claims 
Class of Business #000 N'000 N'000 
General Accident 467,862 (68,614) 399,249 
Engineering 90,916 (64,469) 26,447 
Fire 1,248,072 (918,171) 329,901 
Marine 148,683 (58,582) 90,101 
Motor 361,028 (50,691) 310,337 
Agriculture” 24,925 (3,747) 21,178 
Bond* 12,124 (6,062) 6,062 
Dil & Gas* 948,879 (621,890) 326,989 
TOTAL 3,302,490 (1,792,227) 1,510,264 
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Gross Incurred But Not Reported (IBNR) Table 


Table 47(aj(ii) 


Class of Business 
General Accident 
Engineering 

Fire 

Marine 

Motor 
Agriculture 
Bond* 

Oil & Gas* 


TOTAL 


31 December , 2019 


Incurred But Not Reported (IBNR) Table 


Class of Business 
General Accident 
Engineering 

Fire 

Marine 

Motor 
Agriculture 
Bond* 

Oil & Gas* 


TOTAL 
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Outstanding 
Outstanding Reported 


Claim Claim 

Reserves Reserves IBNR 
#'000 #000 #'000 
327,144 244,974 82,170 
114,181 56,499 57,682 
628,244 261,712 366,532 
146,526 76,274 70,252 
334,395 135,873 198,522 
79,491 35,707 43,784 
11,779 11,578 200 
815,399 374,605 440,794 


2,457,158 1,197,223 1,259,936 


Outstanding 

Outstanding Reported 

Claim Claim 
Reserves Reserves IBNR 
N'000 N'000 N'000 
467,862 406,239 61,624 
30,916 48,474 42,442 
1,248,072 904,992 343,080 
148,683 63,022 85,661 
361,028 167,390 193,638 
24,925 20,630 4,295 
12,124 11,578 546 
948,879 432,955 515,924 


3,302,490 2,055,280 1,247,210 
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Table 47[a)iii): Reinsurance IBNR Table 


Class of Business 
General Accident 
Engineering 

Fire 

Marine 

Motor 
Agriculture 
Bond* 

Oil & Gas* 


TOTAL 


31 December, 2019 


Réinsurance IBNR Table 


Class of Business 
General Accident 
Engineering 

Fire 

Marine 

Motor 
Agriculture 
Bond* 

Oil & Gas* 


TOTAL 


31 December , 2020 


UPR (Gross and Reinsurance UPR} — Result Table 
Table 47(a](iv): UPR (Gross and Reinsurance UPR)-Result Table 


Class of Business 
General Accident 
Engineering 

Fire 

Marine 

Motor 
Agriculture 
Bond* 

Oil & Gas* 


TOTAL 
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Total Outstanding 

Outstanding Reported 

Reinsurance Reinsurance 
Recoveries Recoveries Reinsurance 


N'000 N'O00 — IBNR £4'000 
49,633 39,302 10,331 
82,538 40,233 42,305 

461,615 182,157 279,458 
44,360 8,198 36,163 
50,743 24,772 25,970 
49,573 22,268 27,305 

5,889 5,789 100 
547,793 263,962 283,832 
1,292,144 586,681 705,463 


Total Outstanding 

Outstanding Reported 

Reinsurance Reinsurance 
Recoveries Recoveries Reinsurance 


N'000 N'000 IBNR M'O00 
68,614 61,504 7,110 
64,469 36,666 27,803 

918,171 615,563 302,607 
58,582 20,747 37,835 
50,691 22,153 28,538 

3,747 3,102 646 

6,062 5,789 273 

621,890 292,369 329,522 

1,792,227 1,057,893 734,333 


Gross Reinsurance 


UPR UPA — NET UPR 
160,107 (31,675) — 128,432 
80,679 (65,781) 14,898 
253,789 (82,858) — 170,931 
263,316 (77,903) — 185,414 
408,371 (19,324) — 389,048 
8,308 (1,840) 6,468 
105 (53) 53 
410,271 (172,473) 237,798 


1,584,946 (451,905) 1,133,041 
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OTHER NATIONAL DISCLOSURES 
VALUE ADDED STATEMENT 


Net premium income 


Reinsurance, claims, commission and others 


Investment income 
Other income 

Other gains and losses 
Value added 


Applied as follows: 

In payment of employees: 

- Salaries, wages and other benefits 
In payment to government: 

- Taxation 

For future replacement of assets 
and expansion of business: 
Deferred tax 

Depreciation & amortization 
Contingency reserve 

General reserve 
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31-Dec. 2020 31-Dec-2019 
N'000 96 N'O00 % 
11,572,069 10,868,348 
(10,577,526) (9,951,907) 
994,543 916,441 
582,470 742,031 
462,059 298,848 
(73,763) (86,259) 
1,965,309 100 1,871,060 100 
861,657 44 812,555 43 
186,981 10 91,595 5 
43,541 2 228,343 12 
79,552 3 83,861 4 
356,047 18 317,531 17 
437,531 23 337,175 18 
1,965,309 100 1,871,060 100 


FINANCIAL SUMMARY 


ASSETS 

Cash and cash equivalents 
Financial assets 
Investment in associate 
Deferred acquisition cost 
Trade receivables 


Other receivables and prepayment 


Reinsurance assets 
Statutory deposits 
Intangible assets 
Investment properties 
Property and equipment 
Right of use asset 


Employees retirement benefits/LSA 


Deferred tax assets 


Total Assets 


EQUITY & LIABILITIES 

Share Capital & Reserves: 
Ordinary share capital 

Share premium 

Statutory contingency reserve 
General reserve 

Other component of equity 


Total Equity 


Liabilities: 

Bank overdrafts 

Deferred income 

Trade payables 

Other liabilities 

Finance lease obligations 
Borrowings 

Deposit for shares 
Insurance contract liabilitres 
Income tax payable 
Deferred tax liabilities 
Employees retirement benefits 


Total Liabilities 


Total Equity & Liabilities 


TURNOVER AND PROFIT 
Gross premium written 


Net premium earned 


Profit before taxation 
Profit/(loss) after taxation 


U (Re: 725127) 
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31-Dec.2020 31-Dec.2019 31-Dec.2018  31-Dec.2017 31-Dec.2016 
N'000 W'000 W'on00 N'O00 W'ODD 
9,777,898 10,619,459 — 11,325,338 11,333,888 9,615,160 
5,139,048 1,412,190 1,422,679 1,842,965 2,428,713 
453,145 449,521 432,781 413,421 415,429 
225,256 162,488 217,457 248,260 283,338 
69,468 53,837 361,667 35,646 47,587 
1,218,453 882,465 745,873 3,255,643 1,082,007 
1,744,049 2,235,297 2,709,833 2,212,548 2,189,935 
340,000 340,000 340,000 340,000 340,000 
- - - 1,389 5,907 
3,856,706 4,275,855 4,239,347 3,660,719 3,741,609 
1,130,734 1,137,844 1,226,384 1,814,562 1,887,386 
71,472 75,895 
257,168 295,645 283,850 258,135 234,011 
- - - 235,968 339,360 
24,283,447 21,941,500 23,305,209 25,658,144 22,610,442 
5,366,667 5,366,567 5,366,567 5,366,667 4,366,667 
802,737 802,737 302,737 802,737 802,737 
2,844,511 2,488,464 2,170,933 1,349,430 1,558,477 
705,711 691,534 354,360 44,853 70,087 
498,614 262,520 155,129 200,272 184,854 
. 10,222,240 9,611,922 8,849,826 8,263,959 6,982,822 
32,699 29,030 54,220 49,068 63,718 
133,244 109,332 144,133 143,798 162,942 
7,739,026 5,998,661 5,465,549 9,910,957 8,313,225 
1,109,902 734,950 737,733 880,894 1,052,868 
55,703 63,927 49,473 89,061 103,925 
- - 31,708 330,499 - 
- - 2,000,000 - - 
4,042,104 4,591,292 5,318,102 5,446,009 5,398,979 
388,492 293,033 376,966 266,976 262,572 
528,144 484,603 256,260 248,565 235,396 
26,893 24,750 21,239 28,358 29,995 
14,061,207 12,329,578 14,455,383 17,394,185 15,627,620 
24,283,447 21,941,500 23,305,210 25,658,144 22,610,442 
11,868,240 10,584,353 10,716,756 9,698,433 9,439,600 
5,275,791 5,478,494 5,501,036 4,235,774 4,030,546 
1,024,099 974,643 1,154,528 394,077 140,798 
793,578 654,705 735,327 265,719 (203,660) 


121 


